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New high records set in capacity, production, 





Producing More 


id At a time when the steel produc- 
SS ing capacity of America is of 
extraordinary importance to the 
welfare of the nation, National Steel is proud to report 
new high records of steel capacity, production and deliveries 
to customers. New construction during 1951 included the 
completion of another 550-ton per heat open hearth fur- 
nace—one of the world’s largest. The only furnaces of this 
size are in plants of National Steel. Ingot capacity was 
increased by 350,000 tons to provide a total annual capac- 
ity of 5,100,000 tons. In addition, construction was rapidly 
advanced on new blast furnaces at Great Lakes Steel 
Corporation and Weirton Steel Company. These will add 
close to 1,000,000 tons per year to pig iron output — 
highly important because of the continuing acute shortage 
of iron and steel scrap. 


Raw material reserves of iron ore and metallurgical coal 
—the most important ingredients in steel making—were 
further expanded by the formation of two new coal mining 
companies, in which National owns substantial interests. 
Development of the Labrador-Quebec iron ore field con- 
tinued to advance, with more than 400,000,000 tons of high- 
grade iron ore already proved. National's large interest in 
this property provides an important addition to ore reserves. 


Nae ga =— Result—More Sales, Wages 
a 


ii 

- Increased capacity, coupled with continu- 
\bir ing high demand, resulted in National's 
total sales reaching $618,461,408 for 1951, an increase 
of more than 15% over 1950. This volume of business 
was produced by an average of 29,933 employees during the 





shipments and total sales by one of America’s leading steel producers 


Taxes and Earnings 


Despite the increases in capacity and sales, net earnings of 
$45,287,093 for 1951 were under the record figure of $57,814,974 
for 1950. Earnings per share declined to $6.15 from the 1950 
figure of $7.85. Stcckholders received dividends of $3.00 
per share during the year. 

The 1951 earnings reflect not only the continued increasing 
cost of operations—higher wages, increased cost of materials 
and services from suppliers—but also the tremendously 
higher taxes paid out to Federal, state and local authorities. 
National’s total tax bill for 1951 came to $103,336,961, an 
increase of more than 50% over 1950. These taxes amounted 
to $14.03 per share of stock, compared with net earnings of 
$6.15 and dividends of $3.00 per share. Expressed another 
way, taxes were equal to $3,452 per employee, or almost 
three-quarters of what the average employee received for 
a year's work. 

With high taxes and low tax allowance for depreciation, it 
is probable that American industry today bears a heavier 
tax burden than industry in any other part of the world. 


= an Looking Ahead 





bs Continued expansion of productive 
capacity i y 1 yay, with < 
pacity is now under way, with a 
target of 6,000,000 tons total steel capacity set for comple- 
tion in mid-1953. Development of the Labrador-Quebec 
iron ore deposits is expected to produce deliveries in 1954. A 
Development and Research Committee has been established 
by National Steel to coordinate all research activities of the 
various units. Research fellowships are being established in 
several leading universities. Through such planning for the 
future, National Steel will continue to play a leading role in 
making and keeping America strong. 


= an increase over the average for the previous year. * * - + * 
‘ages and salaries increased substantially to $140,555,562— Highlichts of 1951 
more than $16,000,000 over 1950. The result was that aver- nities 1951 1950 
age annual earnings per employee in 1951 rose to $4,696, an NaieeIe oe ea ee |. $618,461,408 $537.024,673 
increase of over $500. In addition to direct payments to AE OMERIRNIID sooo ccs 6 chee evens Gos 45,287,093 57,814,974 
employees, National St é stantiz av Net earnings per share............. 6.15 7.85 
; ge ca ; gy vo ig geo substantial payments for Satje............. 140,555,562 124,135,529 
such employee benelits as group insurance, retirement Total dividends paid............... 22,029,986 20,917,690 
annuities and hospitalization coverage. RMI ooo aise oes 103,336,961 68,546,069 

SERVING AMERICA BY SERVING AMERICAN INDUSTRY 

~ 
Grant Building Pittsburgh, Pa. 
Weirton Steel Company © Great Lakes Steel Corporation e The Hanna Furnace Corporation 


Owning and Operating: 





Hanna Iron Ore Company e National Steel Products Company e National Mines Corporation 
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INTRODUCING he Goungett Wjihont Shere Cnet 


Little Leonard Snyder of Phila- 
delphia, Pa., broke all known speed 
records in becoming a part owner 
of the Bell Telephone business. 


Minutes after he was born on 
December 28, 1951, his proud father 
telephoned the news to his aunt. 
She was so delighted that she im- 
mediately telephoned an order for 
five shares of American ‘Telephone 


BABY BECOMES PART OWNER OF A. T. & T. 
WHEN ONLY THIRTY-TWO MINUTES OLD 


and Telegraph Company stock for 
the new arrival. Thirty-two minutes 
after Leonard was born, the stock 
was purchased in his name. 


He’s much younger than the aver- 
age A. T. & T. shareholder, of 
course. But in the number of shares 
he owns, he’s just like thousands 
and thousands of others. For about 
half of all the owners of A. T. & T. 


are small shareholders, with ten 
shares or less. 

The 1,100,000 owners of the Bell 
Telephone business are people of 
all ages, from all walks of life, in 
every part of the United States. 

Thousands of churches, hospitals, 
schools and libraries and three hun- 
dred and fifty insurance companies 
also own A. T. & T. stock. 


BELL TELEPHONE SYSTEM 








WM iis: 12 
This is Leonard A. Snyder, photographed at eight weeks 
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Politics 


The Trend of Events 


AT THE CROSSROADS... . When the President of the 
United States seized the steel mills without consti- 
tutional sanction, except on his say-so, for the first 
time in the history of this nation millions of people 
commenced to fear that they no longer possessed the 
shield of the law. He thus outraged a nation which 
believes in its right to private property and laid him- 
self open to the charge, despite his disclaimers, that 
in practice he is not above violating our established 
traditions. 

It is not to be wondered that the turmoil created 
by this high-handed act has brought some Congress- 
men to the extraordinary position of pressing for 
impeachment. Nor can their move be dismissed as 
merely an emotional reaction. If one looks deeply, one 
recognizes a genuine fear by responsible lawmakers 
that our constitutional liberties are in danger of 
being invaded on an ever increasing scale. For this 
is not the first case of government edict by the pres- 
ent administration, and it may not be the last. In 
any case, it sets a terrible precedent for America 
which should be forewarned lest it permit further 
encroachment on cherished rights. 

Therefore, the gesture toward impeachment should 


prove to this and to any other succeeding adminis- 
trations that might tend to emulate the present one 
that we will not have dictatorship in America, no 
matter in what guise it may appear. 

While President Truman’s act has shocked the peo- 
ple, there are also other practical considerations of 
the steel wage-price dispute that deserve serious 
attention. For example, if the industry is compelled 
to absorb most of the added wage costs, the tax loss 
to the government will probably amount to over a 
half billion dollars. This will have to be made up by 
the entire public, either through taxes, or through 
government borrowing, the latter with obvious infla- 
tionary implications. 

Furthermore, any loss of earnings following a rise 
in wages, an inevitable result, would force some of 
the companies to alter the scale of their proposed 
capital expenditures. One of the more important com- 
panies recently took such a step and cancelled plans 
to build a large mill which would have cost millions. 
Thus, the President has opened up, by his rash action, 
a whole series of undesired economic consequences. 

One can only conclude with the commentary that a 
government which has taken no effective action 





be viewed as a symbolic call 
to the American people to 


against official corruption 
lacks the moral and intellec- 


abandon their passivity which, 
in itself, has been an encour- 
agement to dictatorial practice 
by the government. For the 
people can no longer ignore 
the continued invasion of the 
citadel of democracy without 
deadly peril to themselves. 
Hence, it is incumbent on them 
to take an active role and 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








tual stature to rise to the prob- 
lems of the nation. These 
things go together. If Ameri- 
cans finally come to realize 
this fact, they will see to it 
that ou rhouse is thoroughly 
cleansed. 


ENDING PRICE CONTROLS... 
Elsewhere in this issue are 
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discussed the details and the immediate consequences 
of the suspension of ceilings on several agricultural 
commodities by the Office of Price Stabilization. Of 
more importance to the economy over the long run 
than what OPS did is what it didn’t do. Although the 
expression “decontrol” was freely used in headlines 
and stories, the controls remain. Their exercise is 
given over for the moment, but the controllers still 
assert their superior right and superior wisdom over 
that of the free market. 

Similarly, the Defense Production Administration 
is fretting over how to alter its Controlled Materials 
Plan, set up to allocate scarce metals, when the metals 
are scarce no longer. The agency’s heads discuss one 
way or another to hold their unnecessary powers; 
the idea of just walking off and leaving them has not 
been advanced. 

This frame of mind, and the placid acquiescence 
therein of the business and finacial community, is a 
graver danger than any single regulation, no matter 
how vexatious. We cannot repeat too often that con- 
trols themselves are an evil, only to be borne when 
they momentarily stave off some greater evil. The 
proper source of price decrease is the free contact 
of buyer and seller. It is the market alone which can 
accurately discriminate among all the forms, grades, 
positions and quantities in which commodities are 
traded, and set a proper price for each. It is the mar- 
ket alone which can realistically say “Produce more 
of this and less of that’’; ‘“‘Charge more for this to 
raise output; mark this down to reduce stocks.” 

Not only is there a moral argument against con- 
trols; there is the pragmatic one that fitting 155 
million consumers into rigid price structures can no 
more be successful than fitting 3 million members of 
the armed forces into one size uniform. 


A BAROMETER OUT OF COMMISSION .. . Time was 
when the clairvoyant abilities of the stock market 
were the envy and the despair of forecasters and 
statisticians. It was always ahead of the news. No 
commercial indicator was ever found which could 
keep abreast of the market; nearest approach was 
the old ‘Combined Bookings” line of one of the sta- 
tistical organizations—and combined bookings are 
themselves a forecast. 

The present market has quite lost that ability. The 
market now moves after the news which affects it is 
public property—else it moves upon convictions which 
have been built up by many small items of past news. 
The reasons for this are many. One sometimes over- 
looked is the divorce of management from stock own- 
ership as the founders of great corporations died and 
their places were taken by career management men 
without massive stock interests. Another has been 
the legal restrictions placed about persons with spe- 
cial knowledge of their companies trading in their 
stocks. Probably the strongest influence growing up 
in recent years has been the growth of mutual funds, 
and the turn of the great foundations to common 
stocks as adequate income from fixed-interest secur- 
ities became impossible to obtain. 

Mutual fund managements, no matter how shrewd, 
can never get wholly into cash when they see it is 
advisable. The foundations are interested in con- 
tinuing dividends, not market profits. So the daily 


fluctuations are left to the floor traders, who simply 
don’t have the weight to swing the market very far 
one way or another. The vast bulk of holdings by 
individuals are owned outright. 

What this means is that the market will adjust to 
less active economic activity, if it must, by a fairly 
smooth curve of decline after the bad news is all over 
the newspapers, rather than by a dramatic October, 
1929, performance at a time when the surface indi- 
cators still all point upward. 


FUTURE OF MILITARY SPENDING ... As things shape 
up in Washington, it seems a foreign conclusion that 
there will be some reduction in foreign aid appro- 
priations. Estimates of the probable cuts vary widely 
but it is generally expected that they will be compara- 
tively moderate when all the smoke clears away from 
the battlefield in Washington. 

Of greater potential importance is the expectation 
that military appropriations will be cut some time 
this year, partly as a result of the eventual armistice 
in Korea, already deferred by ten months of negoti- 
ations, and, partly because of the general feeling in 
the country that defense allotments are already 
higher than that required by national security. The 
military people, of course, as is natural, still demand 
the maximum, but influential figures in both House 
and Senate have realized for some time that a strong 
national economy is not compatible with excessive 
armament spending. 

From the practical standpoint, the imposition of a 
ceiling on military spending will not affect the actual 
rate of spending since outpouring of funds is depend- 
ent on the ability of the mills to absorb increasing 
orders. At the present time, the volume of orders 
released for military purposes is increasing and is 
expected to reach a point about 15% higher by the 
end of the year. This would be at the rate of close to 
$5 billion a month, compared with the present figure 
of $3.5 billion monthly. 

Those who are commencing to think in terms of a 
possible early trade recession will not be able to 
attribute such a situation to cuts in military spending. 
As a matter of fact, the expected rise in spending in 
the near future should probably act as a supporting 
influence to the general economy. Therefore, what- 
ever economic significance may be attached to the 
forthcoming Congressional action in reducing the 
over-all appropriations for military spending can be 
related only to the longer term future. As a factor 
in present-day business conditions, such action has 
no real weight. 


CHANGES IN CREDIT CONDITIONS .. . Reports of 
credit stringency in the rank and file of American 
business prove on analysis to be exaggerated. A sur- 
vey of the National Association of Credit men shows 
that while there has been a small increase in the num- 
ber of past due accounts, there also has been a slight 
rise in the percentage of accounts paying when due. 
Actually, the age of accounts receivable has been 
reduced from 34.9 days to 32.1 days. No doubt, con- 
tinued liquidation of inventories on the retail level 
has been accountable for this situation. On the other 
hand, inventories on the manufacturers’ level still 
shows little sign of easement. 
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As 9 Seo Jt! 


BY JOHN CORDELLI 


JAPAN IN CAMP OF DEMOCRACIES 


. ae Monday, on the Emperor’s birthday, 
Japan’s occupation by the United States forces for- 
mally ended, and eighty-four million people, called the 
most valuable human material in Asia, regained their 
full sovereignty. The chapter that brought to Japan 
war, defeat, and occupation is now closed. A new 
chapter in the relationship between Japan and Amer- 
ican people begins. 
Despite General Ridg- 
way’s talk of “mutual 
understanding, re- }/ 
spect, and confidence f 
unique in contacts be- vf 
tween Oriental and 
Occidental peoples’, 
we would be kidding 
ourselves if we 
thought that these re- 
lations would be 
smooth and easy. 

These relations will 
be difficult not only 
because Japan is go- 
ing through a wave 
of nationalism that 
has gripped other 
Asian countries, but 
also because she is 
divided and confused 
about our reforms, 
and finally, because 
she is facing difficult 
economic adjust- 
ments. Japan will be no “accommodating satellite 
of ours, although there is little doubt that she will 
strive to cooperate sincerely with the rest of the Free 
World in combating the spread of the communist 
virus. 

The negotiations for the Security Pact which al- 
lows the United States to maintain forces in Japan 
for the duration of the present Korean emergency 
have shown that the Japanese will be extremely 
touchy about any infringement of their independence. 
Defeat did not change them. They are the same proud 
people, conscious of their pioneering role in Asia, 
educationally, politically and economically. They are 
still convinced that their industrial development 
makes them leaders of the Asian people. The country 
is in the midst of a nationalist “Japan-for-the Japa- 
nese” wave, and the memoirs of war leaders and war 
songs, prohibited during the occupation, are again 
favored reading and entertainment. Premier Yoshida 
is being attacked for permitting American establish- 
ments in Japan, which, although entirely concerned 
with Korea, are believed by the socialist opposition to 
be operate to keep Japan in line. 


GI's AND JAPANESE 
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Also Japan is confused. Our occupation was with- 
out doubt the best kind of occupation any enemy 
could hope for. There was only one fault with many 
of the hard-working and well-meaning administra- 
tors and reformers that we sent over. They tried to 
remake Japan in our own likeness. In view of the 
illiteracy in rural areas and the political inexperience 
of the masses of city 
workers, the under- 
standing of the prin- 
ciples of democracy 
could not be other 
than superficial. The 
Japanese are unqes- 
tionably grateful that 
we rid them of the 
jingoist, anti-capital- 
ist, military clique. 
But our political re- 
forms, which have 
been tailored accord- 
ing to New England 
experience, encour- 
aged the growth of 
leftist, socialist par- 
ties which are now 
making trouble’ by 
confusing prepared- 
ness against commu- 
nism with militarism. 

Our land reform 
will probably be re- 
membered by the rank 
and file of Japanese peasants with gratitude. On the 
other hand, our labor reforms, such as provisions for 
overtime pay, special protection for women and 
minors and, above all, the introduction of labor union- 
ism, have interfered with the delicate price-wage 
relationship that was the key to low-cost Japanese 
production which was in turn the base of Japanese 
pre-war prosperity. The old paternalistic worker- 
employer relationship was destroyed and wages have 
gone up materially, only to contribute to inflation, 
and making the wage gains illusory. Meanwhile the 
rise of wages is threatening to price Japan out of 
some export markets unless productivity can be in- 
creased. There is, however, insufficient capital avail- 
able to equip industry with more machinery. To 
counterbalance some of our “reforms” in the labor 
field, the Japanese Diet recently drafted legislation 
to restrict the right to strike and to lower somewhat 
the occupation standards in industry. Before new 
legislation is put through, there will be strikes and 
more confusion, from which only the communists are 
likely to profit. 

On the economic front, 


WORKERS IN TOKYO 
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Earnings Reports Foster New Selling 


The movement of average stock prices was downward on balance over the past fortnight; 


but no technically significant support level was broken, and a somewhat better demand. 


especially for rails, developed toward the end of last week. Broader considerations. 


technical and fundamental, dictate no change in our conservative, selective policy. 


By A. T. MILLER 


S tock prices moved generally downward over 
the last fortnight. However, the greater part of the 
damage was done in the first week of this period, and 
better support was met last week. On a technical ap- 
praisal, it remains a trading-range market, no signi- 
ficant support level having been broken up to this 
writing. The Dow industrial average cancelled nearly 
all of its February-March recovery, but firmed a bit 
near the end of last week after having halted a frac- 
tion above its February 20 reaction low. 

Estimated total corporate earnings are well down 
from the first quarter of a year ago. As this general 


view is confirmed in particular instances by corporate 
reports, a market which lacks some of its old ability 
to forecast economic developments must be expected 
to follow the news. 

Although reactionary during part of the fortnight, 
rails continued to perform better than industrials, 
reviving enough to leave the average, at the close of 
last week, within a fraction of its major high of 
March 31. While of typically limited proportions, the 
sag in utilities over the last four weeks has been about 
as persistent as was their prior rise, with no rally 
of much consequence up to the present time. 
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Market Performance 


As noted before, this has been a selec- 
tive and mainly investment-dominated 
‘340 market, characterized by relatively mod- 


erate two-way swings in the averages for 
320 about 14 months. In the charted perform- 
ance itself there is nothing pointing posi- 
300 tively to any deviation from that general 
pattern. Nevertheless, the burden of proof 
280 is on the bull side, for both background 


technical considerations and some of the 
economic-financial fundamentals make 
the case for a significant extension of the 
major upward trend, begun in 1949, more 
2Ho dubious than that for at least a some- 
what larger decline, whether coming soon 

220 or later, than has yet been seen in 1952. 
Under shifting minority leadership of 
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market low of mid-1949 the Dow indus- 
NS trial average rose roughly 60% to the 





y February, 1951, high; but at the subse- 
quent major high of last autumn had 






































added only some 9% to that, and at pres- 
ent it stands roughly 2% higher than it 
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was 14 months or so ago. The same pattern 
is also emphatically shown by broader 
composites of stock prices, such as our 
weekly index of 330 issues. It is suggestive 
of a broad, rounding top area. 
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The industrial average 
failed on the November- 
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January rise to better its 
major high of last Sep- 
tember; and it failed on| 20 
the March upward swing 
to get even close to its best 
January level. The techni-| | go 
cal implications of this, al- 
though not yet positively | 27 
adverse, are not nullified 
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by the performance of rails » INDUSTRIALS 
in reaching a new major ‘i 

high in March. For one 

thing, the behavior of the - 


industrial list, for obvious 
reasons, has always been 
more truly indicative of | *3¢ 
general investment senti- 
ment than that of rails. | 9 
For another, attainment of 
the March new high by] gs 
rails carries less convic- 
tion than it would other- | go 
wise have done because it 
resulted from strength in | 45 
a minority of individual 
issues mostly loaded with | 1 
an oil flavor. For inherent 
reasons, industrials are 
more capable of dragging 
rails up than the reverse. 
As long as the general per- 
formance of industrials re- 
mains about as indifferent 
as it has been for some 
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months, there is no reason 
to think that a rise in rails, 
even if it is renewed and 
extended for a time—and that is conjectural at pres- 
ent—can change the picture. 

It can be argued that there is no big speculative 
position in the market to be liquidated; but that is 
only negatively favorable. It has always taken a 
goodly degree of speculation to feed a sustained gen- 
eral rise in stock prices after the market has reached 
a relatively advanced level. Low-priced stocks, re- 
flecting speculative sentiment, generally top out 
ahead of or with the market. They topped months 
ahead of the 1929 market peak, exactly with it in 
1937, and some months ahead of it in 1946. Their 
performance has now been inferior to that of the 
general list for more than a year, which may well be 
prophetic. 

The buying in favored stock groups and others, 
has long been predominantly for cash and much of 
it more or less for keeps, especially on the part of 
institutional investors. But it has not all been long- 
pull investment by any means. Genuine long-pull 
buyers will not keep bidding up even for the best 
common stocks, regardless of their price levels. They 
can always turn, and are increasingly doing so, to 
high-grade bonds and preferred stocks. With real 
investment demand less aggressive, it would take no 
great amount of semi-investment liquidation—by 
those concerned with clinching profits on stocks held 
six months or more—to mark down stock prices 
considerably. 

One after another of the fair-haired stock groups 
of 1951 or early 1952 has lost popularity or receded 
in popularity as a result of over-exploitation, adverse 
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trade developments, or downward revision of ex- 
pectations as regards earnings. It is hard, if not im- 
possible, to see where dynamic fresh upside market 
leadership is to come from. Take the situation in oils. 
This has been by far the most popular group. In it 
has been a record-heavy concentration of investment, 
semi-investment and speculative buying, whether the 
latter was on a cash basis or not, taking the stocks to 
unprecedented levels. What is the outlook? 

At best, total 1952 earnings of the industry are un- 
likely to exceed last year’s by much, if any. The crude 
oil supply situation still seems satisfactory, but is not 
immune to change. There has been some over-produc- 
tion of refinery products, and some cutbacks in re- 
finery operations. There has been excessive exploita- 
tion of Williston Basin and Canadian development 
potentials which cannot be realized for at least sev- 
eral vears to come. Oils have recently been weaker 
than the market. Should a real spill develop in them, 
now or later, the general effect would be considerable. 
Oils have a greater potentiality for leading the mar- 
ket downward than rails have for leading it up. 


Some Groups in Down-Trend 


Contrasting with the still indecisive performance 
of the industrial average, the weekly stock-group in- 
dexes show a preponderance of weakness. Those 
which during the past fortnight sagged to new lows 
for 1952, or longer, include airlines, amusements, 
auto accessories, chemicals, coal mining, coppers, 
durgs, liquors, (Please turn to page 188) 
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The Retreat in....... 
World Commodity 


By THOMAS L. GODEY 


if great problem in the years immediately 
ahead, provided we keep out of war, is more likely 
to be deflation than inflation. That is hard to believe, 
no doubt, since the dangers of inflation have been 
dinned almost steadily into our ears for a long time, 
with especial emphasis from the Administration 
whenever it is pressuring Congress for the renewal 
of price controls or tighter controls. 

The evidence now is clear, however, that the post- 
war rise in commodity prices—giving full allowance 
for the jab in the arm furnished by the Korean war 
and stepped-up defense spending—topped out in the 
first quarter of last year when the Bureau of Labor 
Statistics wholesale price index attained an all-time 
high of 116.5 (average 1947-49 equals 100). On the 
eve of the outbreak of the Korean war, in June, 
1950, the index stood at about 100. The most recent 
price index of 111.5 represents far more than the 
result of the correction of excesses in the price rise 
in the months immediately following the historic 
crossing of the 38th Parallel. 

Every major war in history has been accompanied 
and immediately followed by inflation and a swift 
upward movement in the commodity price level. 
Inevitably, inflation has been followed by deflation, 
with commodity prices tumbling. The peak of the 
commodity price rise after World War I came a year 
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and a half after the Armistice. 
Many rigid patternists, for- 
getting that the length of our 
participation in World War II 
had been much longer than in 
World War I, felt sure early 
in 1947 that prices were close 
to a top. When events proved 
them to be wrong, they came 
to the conclusion that we were 
in a New Era and that all 
ideas of a postwar deflation 
could be ruled out. 

Now, the postwar deflation 
that was being so_ loudly 
hailed about five years ago is 
creeping inexorably upon us. 
Despite the largest peace-time 
Federal spending in history, 
which theoretically should be 
lifting the commodity price 
levels, the trend of prices is 
downwards. 

Prices are falling not only 
in the United States but all over the world. The 
shortages of the immediate postwar period are 
things of the past. People will no longer pay the 
asking price for goods and services, as they did dur- 
ing the period of scarcities. High prices have stimu- 
lated production to the point where, in many in- 
stances, it is well in excess of demand. Now that 
pentup needs have been met and depleted pipelines 
have been filled, we are beginning to discover that 
demand in most cases is not so large as we had 
imagined. That, surprisingly enough, is true even 
of the metals, where demand has been particularly 
stimulated by defense spending. 


Prices 


Belated Satiation of Foreign Demand 


Many business men, despite the fact that they see 
prices of commodities crumbling about them, refuse 
to believe that we are in a deflationary period that 
probably has a long run ahead of it. They have seen 
Washington pull one rabbit after another out of the 
hat in recent years to stimulate prices and business 
whenever they showed signs of lagging, and they 
have come to believe that all we need now is another 
dose of benzedrine. It is most important to bear in 
mind, however, that Washington was successful in 
its efforts only because the world trend of prices was 
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upwards until only a short time ago. It took longer 
for foreign demand to become satiated, which is 
only natural since much of the world was in the war 
longer than we were. 


Stimulating Economy Not Effective 


It is one thing for Washington to stimulate com- 
modity prices when the world trend is upwards and 
quite another to try to stimulate them when the 
world price trend is downwards. The creeping infla- 
tion that is the goal of the Keynesians, since it pro- 
vides the material for a benzedrine economy, be- 
comes impossible of attainment under conditions of 
world deflation. The United States, great and pow- 
erful as it is, cannot do more than fight a rear guard 
action under such circumstances. 

That was ably proved during the early 1930's 
when the Federal Farm Board, despite loans on 
crops to farmers through their co-operative asso- 
ciations and despite direct open market support 
operations, was unable to do more than slow down 
the price declines in a limited number of agricul- 
tural products. The world trend was against the 
Farm Board almost before it started. 

There always come a time, in discussing the prob- 
able future trend of commodity prices, when one has 
to stick out his neck a lot farther than he likes. Once 
a definite price trend has been established, 


111.5. Nothing like that is going to happen in a few 
months. It may not happen at all. It is well to re- 
member, however, that business men and investors 
—following every war in history—always have ad- 
vanced all the good reasons in the world why prices 
could not decline more than moderately. 

During the past few months, the sensitive com- 
modity prices—which usually are away out in front 
on any price movement—have been signalling wildly 
that a dynamic general commodity price decline is 
in the making. 

The BLS daily index of 28 commodities, which 
stood at 264.0 on June 23, 1950 and soared to 392.0 
on February 16, 1952, when the post-Korean rise 
topped out, now is at about 294. The daily price index 
is based on August, 1939, as 100. 

Over 75 percent of the post-Korean rise has been 
eliminated! This decline is especially remarkable in 
view of the fact that scrap steel and the nonferrous 
metals—which have been firm as a result of the im- 
pact of defense requirements—are important com- 
ponents of the index. The important farm products, 
ponents of the index. The important farm products 
also carry a fair weight. 

Hides and tallow, generally adjudged to be among 
the most sensitive of all commodities, which have 
established good records as forecasters of the gen- 
eral commodity price trend over a period of many 





business men and investors want to know 
how far it is likely to go. 

Enough evidence has piled up now to indi- 
cate clearly that, insofar as the general com- 
modity price trend is concerned, all of the 
rise since June 24, 1950, will be eliminated. 
Of course, all bets are off if a new Korea 
should break out in the Middle or Far East. 
At the moment, with the Kremlin pulling the 
rug from under our State Department policy, 
Europe is tending to dismiss all thoughts of 
a war, with resultant enhanced pressure on 
the commodity price structure. An early 
true in Korea, which seemed likely as this 
was written, could exert a lot of pressure on 
our domestic price structure. 


A lot of things could happen fast in the 
very near future to depress prices swiftly 
and sharply—not that some of the recent de- 
clines have not been sharp. Already, much of 
the urgency has been eliminated from the 
defense program. Since spending for arma- 
ments is the principal factor slowing down 
the decline in the commodity price level, it is 
readily apparent that developments leading 
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THE GOVERNMENT WARNS ABOUT INFLATION 
BUT PRICES GO DOWN 


392.0 


BUREAU OF LABOR STATISTICS: DAILY INDEX 
OF 28 SENSITIVE COMMODITIES (1939-100) 
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to diminished urgency would accelerate the 
price downtrend. 


A. “My hope is to level off prices by midsummer of a point somewhat 





Over the next few years, most if not all of 
the postwar commodity price rise may be 
eliminated, that is, if prices behave in the 
same fashion as they did following all past 
wars for which we have price records. His- 
torically, prices always have fallen a long 
way from their postwar peaks and have come 
to rest well above their prewar levels. 

On the basis of historical price experience, 
the BLS wholesale price index might be ex- 
pected to settle down at around 75 to 80 
(average 1947-49 equals 100), which is a 
long way down from the present index of 
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higher than the present level, and hold that line for as long as possible.” 
Miichael DiSalle, director, Office of Price Stabilization, February 16, 1951. 

B. “We are now having a breathing spell, but it will not last. Inflationary 
pressures, which are serious now, will be critical this fall and winter.” 
President Truman to Congress, April 26, 1951. 

C. “We are now entering a period when inflation safeguards will get their 
severest test. Inflationary pressures will increase tremendously and the 
strongest kind of sandbags will be needed to keep them in check.” Charles 
E. Wilson, Director of Defense Mobilization, July 9, 1951. 

D. “The inflation menace is greater than ever.” John W. Snyder, Secretary 
of the Treasury, September 27, 1951. 

E. Inflationary pressures will be greater six months from now than they 
are today (19 ayes, 9 noes); greater a year from now than they are today 
(23 ayes, 5 noes.)—Poll of economists by Institute of Life Insurnce, December 
1, 1951. 

F. “In many important areas, prices are straining at the ceilings. It is more 
prudent to strengthen controls than to weaken them.” President Truman to 
Congress, January 16, 1952. 








years, have eliminated all of their post-Korean gains, 
all of their postwar gains, and all of their wartime 
gains! Some kinds of hides are selling for less than 
they sold in the late 1930’s. 

The action of these supersensitive commodities 
isn’t anything that can be laughed off lightly. Those 
of us who have followed the course of commodity 
prices for many years know better than to dismiss 
this evidence of the probable shape of things to come. 

Recently, the decline in the sensitive daily price 
index has been accelerated. If the rate of decline 
during the past month is maintained, the index will 
be back down to its immediate pre-Korean level by 
July. 

Here in the United States, as a result of large 
Federal defense spending and declining civilian de- 
mand now that pentup needs have been met, we 
seem to have established non-contiguous dual econo- 
mies. Spending for defense, concentrated almost 
entirely in the durable goods area, is not benefitting 
many industries in the least. Or not enough to help 
much. The textile industry, in the doldrums for 
months, is just beginning to realize that it has a 
problem of over-capacity that isn’t going to be solved 
easily. The tanning and footwear industries have 
similar headaches. 

In consumer durables, the slump in demand has 
been partially concealed by the fact that producers 
have been restricted in their uses of materials by 
NPA orders. There is no getting around the fact 
that unrestricted production of consumers’ durable 
goods could not be moved at anything like prevail- 
ing price levels. 

Demand for automobiles, which usually improves 
in the Spring, has been sour in recent weeks. The 
recently announced Kaiser-Frazer price cuts, made 
at the very time when a rise in steel prices was 
pending, may have far-reaching effects in the auto- 
mobile field. 

Demand for other consumer durables, particularly 
the household appliances, is off even more than the 
demand for automobiles. Obsolescence, which is an 
important factor in automobiles, is comparatively 
unimportant here. Consumers have covered heavily 
in the past few years and need not come into the 
market again for a long time. 

Capital expansion programs, 


while still very 








large, are being whittled down steadily as the out- 
look for goods demand becomes less favorable. 

Washington is pumping a lot of pressure into the 
inflationary side of the economic situation, but the 
leaks are so great that more air is escaping than is 
coming in. 

Abroad, where spending for defense is a minor 
or negligible contribution to the various national 
economies, deflation is building up steam rapidly. 
Almost every industrialized country is faced with 
contraction of domestic demand. At the same time, 
the export markets are drying up. 

The raw-material producing countries are having 
their troubles. Export duties on various raw mate- 
rals, which were imposed some years ago when de- 
mand was insatiable, now are being reduced or 
eliminated in an effort to stimulate demand. 

The price of copra, one of the staple export items 
of the Far East, is at the lowest levels in almost six 
years. As prices of this and other staple export prod- 
ucts such as hides, skins, wool, cotton, burlap, etc., 
have declined, the purchasing power of the Far East, 
Africa, Australia, and Latin America has dwindled. 
This exerts pressure on the prices of finished goods 
in the industrial countries that supply these coun- 
tries. 

The forces that made prices spiral upward now 
act to turn the spiral downward. This is always a 
more painful process than the rise. When the com- 
modity price level has been trending upward for a 
number of years, various rigidities get built into 
the price structure. These include labor, rents, con- 
struction and equipment costs, freight rates, etc. 
So long as demand remains active, these mounting 
costs are readily absorbed. 

When the purchaser balks and producers must 
slash selling prices to maintain volume, it isn’t easy 
to lower these items of cost. Even though raw ma- 
terials give way fairly easily, deep price cuts in 
raw material costs come out as insufficient reduc- 
tions in finished goods quotations. 

In the past we have relied upon recession and 
unemployment to force down such costs and labor 
and indirectly supplies. In the soft goods industries 
now there is some pressure on labor costs, although 
Wage increases are still being demanded—and even 
considered—alongside dwindling markets and falling 
prices. In durable goods industries, where softening 
demand is still largely obscured by restrictions on 
metal use and rising defense output, production 
costs cannot be reduced at present. 

Cotton textile profits, to use a striking example, 
have shrunk to the vanishing point. Wage costs are 
falling slowly, if at all, and mills are simply closing. 
Conceivably this wasteful process could go on until 
the only mills left are those which could fill the 
remaining demand at current costs. 

This condition obviously cannot remain isolated 
in one industry. As textile jobs dry up, other sup- 
pliers must suffer. Individual industry adjustments 
must sooner of later touch off a chain reaction. 
Heavy defense spending, present and to come, can 
still fend off the postwar recession, but there is no 
assurance it can do so forever. 

Barring such a drastic remedy for high produc- 
tion costs, the outlook must be for a continued 
squeeze on profits, with the high-cost producers fall- 
ing by the wayside, one by one, as prices of com- 
modities slip to lower levels. 
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By WARD GATES 


W str earnings not far below their postwar 
peaks—and the difference in most cases more than 
accounted for by higher income levies—the great 
American corporations appear to be weathering the 
impact of inflated costs and taxes with success if not 
with comfort. When the balance sheets of these cor- 
porations are scrutinized closely, however, a gradual 
weakening of their working capital position becomes 
apparent, in the form of a lessened ratio of cash 
items to total assets. 


1951 Balance Sheets 
Under The Microscope 
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This is not to say there are any 
well-run corporations actually suf- 
fering from acute inventory indi- 
gestion. Their positions generally 
are not unhealthy, but just not as 
glowingly healthy as they were a 
vear ago. As stockholders of Amer- 
ican Woolen discovered not so long 
ago, a prudent management may 
often decide to restore its cash bal- 
ance by deferring or omitting an expected dividend 
when the over-all balance sheet position is still very 
good. 

Examining balance sheets with an eye to deter- 
mining which companies are more heavily endowed 
with cash and which with inventories has its inter- 
est for both the investor and the businessman: The 
investor, because thus he can gauge which of the 
companies he is interested in are likely first to find 
their cash balances falling below a safely disburs- 
able level; the businessman because he can gauge his 
own experience against that of the major factors in 
his line, and frame a future course of his own from 
his estimate of what his competitors will do next. 

With most 1951 statements now in hand, this is an 
appropriate time for examination of the downward 
trend in liquidity of business as a whole, and speci- 
fically for certain major industry groups and repre- 
sentative companies in those groups. It should go 
without saying that no pattern will be followed by 
every group or every company. There are wide 
divergences among individual corporations. Many 
conclusions must be qualified; financial statements 
may show unsatisfactory results by the liquidity cri- 
terion where in fact there are perfectly valid reasons 
for a shift toward non-cash assets. 

Changes in cash, as well as the government securi- 
ties which are generally listed with cash reserves, 
represent the resultant of many divergent factors. 
On the supply side, an important source of cash ever 
since the beginning of World War II has been 
retained earnings. The classic concept of the capital- 
ist receiving his earnings in dividends and reinvest- 
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Recent Balance Sheet Changes of Representative Companies in Eight Major Industries 
Ratio of 
Cash & Net Cash & Sec. Long Capital 
Marketable Current Current Working Current To Current Term and Total 
Securities Receivables Inventories Assets Liabilities Capital Ratio _Liabilities Debt Surplus Assets 
sara etal bees (Millions) a ——(Millions) 
Foods 
American Sugar Refining 
Dec. 31, 1950 ...... $ 19.0 $ 17.6 $ 2.30 $ 59.7 $ 20.3 $ 39.4 2.94 1.80 Bess: $115.0 $143.9 
Deesi) Wee! ....::..::.... AbD 11.3 27.4 54.7 19.5 35.1 2.81 1.40 116.9 145.7 i 
Corn Products Refining 
Dec. 31, 1950 .... 33.0 14.2 17.6 65.8 35.2 30.6 1.87 si re 132.5 168.7 
| Dec. 31, 1951 .... . eae 11.4 16.2 60.5 28.1 32.4 2.15 1.58 : 136.4 165.4 
Standard Brands, Inc. 
Dec. 31, 1950 ............. 15.4 23:7 64.7 103.9 28.2 75.7 3.68 1.39 : 107.5 136.4 
Dec. 31, 1951 4 14.4 23.4 72.1 110.0 36.9 73.1 2.98 1.02 ss 110.8 148.3 
Textiles 
American Woolen <o. 
Dec, 31, 1950 ...........:..... WO 29.3 70.9 111.1 49.7 61.3 2.24 0.79 0.7 92.1 142.5 
a es] 1S |) ee 10.2 27.6 73.6 111.9 46.6 65.3 2.40 0.81 0.7 95.3 142.5 
Celanese Corp. of America 
Dae Sie MMOD ccisccscsincs CUT 22.6 18.8 106.2 25.6 80.7 4.15 3.29 69.2 179.6 274.4 
Dec. 31, 1951 .. 58.7 12.4 45.3 120.0 17.2 102.8 6.98 4.13 98.7 219.2 335.2 
Dan River Mills 
Dec. 31, 1950 4.0 12.5 32.3 48.8 19.3 29:5: 2.53 0.85 : 54.7 74.0 
Dec .31, 1951 4.0 13.5 32.0 50.0 13.2 36.8 3.79 1.33 8.5 57.9 79.8 
Apparel 
Cluett, Peabody & Co. 
Dec. 31, 1950 otis. TD 8.7 25.1 43.9 7.6 36.3 5.78 2.46 5.0 41.7 54.3 
Dac, 30, 193! ..:....: 48 9.2 29.8 43.9 8.2 35.7 5.35 1.71 3.5 42.8 54.9 
Hart, Schaffner & Marx 
Nov. 30, 1950 n 2.0 7.4 19.8 29.7 11.5 18.2 2.58 0.82 6.5 23.5 41.8 
Noy, 30, 1951 ..........5:... 2.2 7.3 20.8 31.1 12.6 18.5 2.47 0.75 5.9 24.4 43.2 
Richman Brothers Co. 
Dec. 31; 1950 .......:... 8.8 0.3 91 18.3 2.0 16.3 9.15 4.55 21.2 23.6 
Dec. 31, 1951 sefivess 8.5 0.3 8.2 17.1 7 15.4 10.06 5.18 20.6 Fy 9 
Shoes 
Brown Shoe Co. 
Oct. 31, 1950 .... 2.9 9.2 19.1 31.2 59 25.4 5.29 ier 30.7 36.5 
Oct. 31, 1951 : 8.6 11.0 23.9 43.9 6.6 37.3 6.65 2.97 11.0 35.0 52.6 
Endicott Johnson Corp. 
Nov. 30, 1950 .... 39 18.0 42.1 64.7 26.6 38.1 2.43 0.82 desert 41.8 87.5 
Nov. 30, 1951 ........ 4.2 17.5 53.0 75:5 27.4 48.1 2.76 0.79 9.4 41.7 99.3 
Melville Shoe Corp. 
Dec. 31, 1950 13.5 1.3 9.9 25.2 9.8 15.4 2.57 1.51 re 23.2 33.3 
Dec. 31, 1951 . ; 16.5 Fe ) 8.2 26.8 112 15.6 2.39 1.61 23.6 35.2 








ing them where earnings seemed most liberal was 
long since beaten to death by double taxation at 
soaring rates. 

This inflow from retained earnings is still substan- 
tial, although the 1951 squeeze on profit margins 
reduced it. Cash generated inside the corporation 
through amounts set aside from depreciation, deple- 
tion and amortization, on the other hand, are tend- 
ing to increase. The vast postwar additions to plant 
are being depreciated at rates roughly reflecting 
their cost; in earlier prewar years funds for replace- 
ment of wasting assets and deteriorating plant had 
to be taken from post-tax earnings in large part. 


Demands on Cash Continue High 


On the outflow side, the two principal functions 
demanding cash—plant expansion and inventory re- 
plenishment—continued last year to absorb funds at 
burdensome rates. The abrupt change in business 
sentiment during 1951 whipsawed many companies; 
they added to inventories of goods in process at war 
scare prices, and found they couldn’t sell the finished 
product in a glutted market. 

The stiffening in interest rates, also, admonished 
some companies to get their obligations out of the 
commercial banks and into long-term obligations. 
For whatever reasons, industry last year found it 
wise to replenish cash holdings by larger bank loans 
and also by placing long-term obligations in the in- 
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vestment markets. 

Special transactions, as always, had a major effect 
on cash positions of many companies. These are 
noted in the companies’ annual reports, which must 
always be studied before any conclusion is based 
upon a general compilation such as this one. Dis- 
posal of investments, divestment of subsidiaries, sale 
of idle real estate, unprofitable divisions or foreign 
branches, as well as sale of new stock either to share- 
holders or new investors—all provided cash. In addi- 
tion to plant and inventories, cash disappeared into 
increased accounts receivable, repayments of loans 
or redemption of bonds, and pension trust fund pay- 
ments. These last have in some cases increased far 
faster than was expected when the pension plans 
were adopted. 

Over-all, the picture is this: 

Figures computed quarterly by the Securities and 
Exchange Commission for all United States corpora- 
tions, excluding banks and insurance companies, 
show that on September 30, 1951, their total current 
assets were approximately $162.3 billion, while cur- 
rent liabilities were $83 billion, leaving net current 
assets or working capital of $79.2 billion. The latter 
was up $3.3 billion from the level of September 30, 
1950. However, in that same twelve months the cur- 
rent ratio —total current assets divided by total 
current liabilities—declined from 2.13 to 2.02. That’s 
barely above the two-to-one ratio which credit men 
use on individual companies as the minimum meas- 
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A A A a ET TET 
Recent Balance Sheet Changes of Representative Companies in Eight Major Industries—continued 
Ratio of 
Cash & Net Cash & Sec. Long Capital 
Marketable Current Current Working Current To Current Term and Total 
Securities Receivables Inventories Assets Liabilities Capital Ratio Liabilities Debt Surplus Assets 
= - (Millions) = — -(Millions} ———_— 
Rubber 
Firestone Tire & Rubber 
Oct. 31, 1950 .... 36.5 95.5 WW57 247.6 69.5 178.1 3.56 1.90 52.7 199.8 366.1 
Oct. 3), 1951 . 37.1 122.1 158.3 318.5 117.3 201.7 2.72 1.36 49.2 248.8 458.7 
General Tire & Rubber 
Nov. 30, 1950 .......... 13.9 21.0 19.3 54.2 15.3 38.9 3.54 2.28 12.2 45.7 75.0 
Nov. 30, 1951 . ae 6.7 257 32.6 64.9 IL? 33.0 2.03 1.02 14.8 50.0 98.5 
B. F. Goodrich Co. 
Dac: Si, TISO: -.csccee: 33.9 89.4 92.3 215.6 43.7 171.9 4.93 2.82 40.2 177.4 307.3 
Dec, 31, 195? .... 109.1 83.2 123.2 315.6 126.1 189.5 2.50 1.52 38.4 201.3 415.7 
Electrical Equipment 
Admiral Corp. 
Dec. 31, 1950 . 20.0 13.2 21.0 54.2 32.3 21.9 1.68 1.03 32.8 68.0 
Dec. 31, 1951 .. 20.2 13.3 19.6 53.1 25.7 27.4 2.07 1.30 40.4 68.8 
Philco Corp. 
Dec. 31, 1950 . 21.4 35.5 35.3 94.7 52.8 41.9 1.79 1.08 68.5 13 
Dec. 31, 1951 12.7 32.7 41.4 88.7 44.8 43.8 1.98 1.01 75.6 119.5 
Sylvania Electric Prod. 
Dec. 31, 1950 . 8.9 26.8 31.3 67.7 27.8 39.8 2.44 1.28 17.2 47.9 92.9 
Dec. 31, 1951 22.2 31.6 57.8 112.9 43.5 69.4 2.60 1.24 25.0 82.4 151.0 
Machinery 
Ex-Cello Corp. 
Nov. 30, 1950 2.4 6.8 Pees 17.3 10.9 6.4 1.59 0.84 0.4 20.3 40.9 
Nov. 30, 1951 4.6 8.3 15.4 28.8 15.0 13.7 1.92 0.86 11.5 23.5 52.1 
Link Belt Co. 
Dec. 31, 1950 21.2 11.0 16.1 48.3 10.0 38.3 4.83 3.22 54.3 64.3 
Dec. 31, 1951 ; 21.1 14.1 23.0 58.6 18.5 40.1 3.17 1.90 57.9 76.4 
National Supply Co. 
Dec. 31, 1950 .... 13.4 24.8 39.7 75.3 19.2 56.1 3.92 1.99 15.0 73.2 108.0 
Dec. 31, 1951 12.9 35.6 47.4 93.4 32.7 60.7 2.86 1.48 14.3 79.0 127.3 
Railway Equipment 
American Locomotive Co. 
Dec. 31, 1950 ..... 12.9 26.2 31.9 71.1 29.3 41.8 2.43 1.33 14.2 60.1 107.6 
Dec: 31, 19S! .....:.. : 11.0 38.8 45.6 95.9 51.9 44.0 1.85 0.96 25.8 63.2 142.4 
Gen. Amer. Transportation 
Dae 35, UIS0: - 65 2 nie. . WSs 12.3 19.7 47.3 18.6 28.7 2.54 1.49 54.3 90.6 164.7 
CY] AR! >] ee 8.0 15.0 29.3 52.4 20.8 3US 2.52 1.11 93.1 79.3 195.0 
Westinghouse Air Brake 
Dec. 31, 1950 ..... ; 42.7 13.5 23.2 79.6 18.5 61.1 4.30 3.03 72.4 94.5 
Dec. 31, 1951 Sissaeve “ES 15.6 37.2 85.7 23.9 61.8 3.59 2.03 77.2 101.9 




















ure of a good credit risk. In amount, cash and gov- 
ernments increased $1.2 billion during the year to 
$47.6 billion, but their ratio to current liabilities 
declined from 69% to 57%. This is the lowest point 
they have reached since Pear] Harbor. 


Manufacturers Are Most Affected 


The liquidity problem is largely concentrated in 
the important category of manufacturing industry, 
whose combined working capital makes up over 60% 
of the total of all U. S. corporations except banks 
and insurance companies. For manufacturing cor- 
porations alone, the ratio of cash and governments 
to current liabilities was 107% at the end of 1949, 
84% at the end of 1950, and 72% at the end of Sep- 
tember, 1951. Among the 22 major industry classi- 
fications used by the SEC and the Federal Trade 
Commission, the loss of position in the first nine 
months of 1951 was highly uneven. 

In order, the groups with the lowest ratio of cash 
and governments at the end of 1951’s third quarter 
were apparel and finished textiles, transportation 
equipment, tobacco products, leather and its prod- 
ucts, instruments, textile mill products, furniture 
and fixtures, machinery and miscellaneous manufac- 
turing and ordnance. 

Those showing the greatest drop in liquidity in 
the first nine months of 1951 were instruments, 
transportation equipment, electrical equipment, mo- 
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tor vehicles and parts, machinery; stone, clay and 
glass; miscellaneous and ordnance; printing and 
publishing, apparel and finished textiles, fabricated 
metal products and lumber and wood products. 

While more than half the lines in each group are 
in the other, there are notable exceptions. Tobacco 
products, with cash and governments 22% of cur- 
rent liabilities as 1950 ended, bounced up to 34% 
at the end of September. That is still low, but it 
serves to illustrate the point that the criterion is 
subject to many reservations—in the case of tobacco, 
the seasonal influence of the leaf harvest is domi- 
nant. 

Most marked weaknesses, measured either by a 
low actual level of the liquidity ratio or by a sharp 
decline last year, developed in five consumer groups 
— foods, textiles, apparel, shoes and rubber — and 
three durables goods lines—electrical equipment, ma- 
chinery and railway equipment. In the case of the 
durables, especially the railway equipment group, 
the weakness, as will be explained, can be more a 
bookkeeping expression than an actuality. 

As for the consumer lines, the weakness was only 
too real. Inflow of cash was cut down by rising costs, 
higher taxes, and the resultant squeeze on profit 
margins. Outflow continued for plant, and early in 
the vear for inventory accumulation. Some consumer 
lines were hit by curtailed production because they 
couldn’t get raw materials; some, after they over- 
came the obstacles to (Please turn to page 186) 
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The American Investor 


in CANADA 


By V. L. HOROTH 


SY, is easy to wax enthusiastic about Canada 
as the “land of golden opportunity, enjoying a period 
of surging economic development,” to quote some of 
the glowing language used to describe the unprece- 
dented boom in the Dominion. It is easy to let one’s 
imagination go and envisage the coming hundred 
years as “Canada’s Century,” considering the Do- 
minion’s great natural resources, waterpower, its 
almost unbelievable resources of industrial raw ma- 
terials of which the existence is only just being 
realized, its agricultural wealth, and its unusual op- 
portunities in general. 

It is less easy but more to the point, to keep one’s 
head in the midst of what the Bank of Montreal calls, 
in its latest Letter, “radiating undiluted and un- 
restrained optimism, much of it originating beyond 
our own borders.” 

The Bank is probably right in stating that “the 
optimistic view of Canadian prospects, as in the past, 
is most likely, over the long run, to be the correct 
view.” But there will be ups and downs in Canada’s 
future, particularly since her present boom is in no 
small way dependent upon the temporary stimulus 
of rearmament. The American investor should bear 
in mind that not all of the hundreds of new and 
untried ventures and corporations that have mush- 
roomed during these last few years will share in the 
Dominion’s bright future or prove short cuts to riches. 

Canadians, as a rule, comment on the great boom 
in their country with considerably more restraint 
than do the outsiders. Canada’s production minister, 
Clarence Howe, called attention not so long ago to 
soft spots in the Canadian economy. The problem of 
marketing Canada’s raw materials surpluses, which 
will be much larger when the present development 
programs are carried out, may not be so easy when 
other countries also begin to pour out expanded pro- 
duction. 

Some $1.5 billion of American capital is estimated 
to have gone into Canada during the past two years. 
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This year probably some $500 to $600 million will 
seek investment there. Even if a considerable part 
of this capital is invested in Canadian municipal and 
provincial bonds, or merely left on the other side of 
the border for safekeeping, finding profitable and 
safe investment in equities for the sums remaining 
is bound to be increasingly difficult. 


300 Billion Barrels of Oil 


There seems to be no slowing down of industrial 
and raw material development, or in the discoveries 
of more natural wealth. N. E. Tanner, Alberta’s min- 
ister of mines, recently announced a new attempt at 
commercial exploitation of the Athabasca tar sands, 
to begin this summer. These sands straddle the Atha- 
basea River in Northern Alberta for some 100 miles. 
They are several hundred feet deep and are believed 
to contain some 300 billion barrels of tarlike heavy 
oil mixed with sand. This is more than all the known 
petroleum resources in the rest of the world. Recently 
five companies (Ashere Oil, Pacific Petroleum, Cal- 
vin Consolidated, New Continental of Canada, and 
Charter Oil) as well as the Swedish Shale Oil Co. 
took out leases to work out special extraction pro- 
cesses. Erection of a refinery in the Ruth Lakes area 
is planned, as well as construction of a pipeline some 
320 miles long to Edmonton. 
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Another major new development concerns the sul- 
phur industry. Various projects are due for comple- 
tion which should yield by the end of 1953 some 
100,000 tons of sulphur a year. Until quite recently 
all sulphur had to be imported. The Royalite Co. is 
expected to recover sulphur from its natural gas 
fields in the Turner Valley in Alberta. Canadian 
Industries, International Nickel, Noranda, Nickols 
Chemicals, Aluminum Co. of Canada, and several 
other companies will extract sulphur as a by-product 
of their operations. Exploitation of the Athabasca 
tar sands would be another boost. The black bitumen 
is reported to contain about 5 per cent sulphur by 
weight. 


Natural Gas Developments 


Discovery of new oilfields continues. Reserves of 
some 2 billion barrels have now been proven; the 
existence of another 20 billion or so is suspected. 
This is exclusive of the tar sands. By the end of 1951 
there were some 100 known oil bearing areas with 
about 2600 wells capable of production; five years ago 
there were only 400 wells. As will be seen from the 
accompanying table, in these five years Canada ex- 
panded her petroleum output from 8 million bbl. in 
1947 to 48 million in 1951, which is enough to cover 
about one-third of her requirements. By 1955, the 
country is expected to produce about 150 million 
bbl. and to be self-sufficient. 

The search for petroleum has now been extended 
to the Gaspe Peninsula, to Nova Scotia, and even to 
Newfoundland. With the pipeline from Alberta to 
the Great Lakes finished, a new 700-mile pipeline 
from Calgary to Vancouver has been approved. At 
least four oil companies are planning to build refin- 
ing facilities in the Vancouver region. 

Second to petroleum discoveries are the natural 
gas finds, the latest reported from British Columbia 
and Saskatchewan. Now that Alberta has assured 
itself of a thirty years’ supply for its own use, a 
number of plans have been advanced. One calls for 
a trans-continental pipeline serving the Vancouver 
area in the west and the Toronto-Montreal area in 
the east. This would be as momentous a develop- 
ment as was once the building of the trans-Canadian 
railway. Another plan calls for piping natural gas 
to the Vancouver region and Northwestern United 
States in exchange for Texas gas that would come 
into Ontario via Detroit. A faction of Alberta poli- 
ticians would like to keep natural gas at home to 
attract industries to Alberta. 

Ontario industrialists and municipalities believe 
natural gas from the Prairie provinces would cost 
only half as much as the gas now made from imported 
coal. Cheap fuel would greatly stimulate the industry 
of Eastern Canada, where fuel has always been a 
problem. 

Canada’s mineral output in 1951 topped $1,228 
million, an increase of $221 million over 1950 and 
some $750 million over 1944, the peak war year. 
Major new developments include large-scale explora- 
tion of the extensive low-grade copper deposits in the 
Gaspe area and the large silver-zinc lodes in Western 
Quebec. The first shipments of nickel and copper ores 
from the Sheritt Gordon Mines at Lynn Lake are 
expected to be made in 1954 when a 165-mile rail 
extension through the northernmost Manitoba wil- 
derness is finished. 

One of the most significant developments, which 
will place Canada in the fore as a producer of 
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Canadian Accounts with U., S. 
(In millions of dollars) 
1951 

CURRENT ACCOUNT 1948 1949 1950 Est. 
Exports to U. S. (unadj.) cesses (1516) = (1529) (2050) (2330) 
Imports from U. S. (unadj.) (1806) (1952) (2130) (2813) 

Commodity Trade Balance —289 —378 — 47 —450 
Interest and dividends...... —230 —285 -—354  —400 
Freight and shipping .— 8 —73 —83 — 80 
Inheritance and imigration funds. — 20 — 19 — 19 — 20 
Other items — 55 — 84 —124 

Total Expenditure —678 -—839  —627 —950 
Tourist expenditures . +158 +106 +70 + 15 
New gold output +119 +139 +163 +4135 

Total receipts +277 +245 +233 +4150 
Balance in Current Account —401 —594 —394 —800 
Receipts of convertible exchange 

from other +770 +663 +138 +200 

Balance +369 + 69 —256  —600 
CAPITAL ACCOUNT 
U. S. direct invest. in Canada +4167 | 
Sale of Canadian securities +-139 + 39 +363 
Sale of foreign securities + 65 | 
Other capital movements + 84 + 56 +400 
Net retirement of Canadian 

securities — 96 — 30 — 44 

Balance, capital account +127 + 65 +951 +560 
Net increase (+), decrease (—) 

in Canadian Gold and Dollar 

Reserves +396 +134 +695 + 30 
Source: Foreign Exchange Control Board Reports for 1948, 1949 and 

1950; 1951 estimated. 


























uranium, is the exploitation of the Government 
property at Beaverlodge in northern Saskatchewan, 
which promises to exceed the Eldorado Mine at Great 
Bear Lake. A new (Please turn to page 183) 
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Projected Investments In the Development of 
Canadian Industries and Natural Resources 











NATURAL RESOURCES OR INDUSTRY Period Amount 

Petroleum Industry (a) 3-4 years $ 600,000,000 
Natural Gas (a) 3-4 years 360,000,000 
Labrador Iron Field 3-4 years 200,000,000 
Other mining projects (a) 3-4 years 1,600,000,000 
Pulp and paper by 1955 500,000,000 
Chemical industry by 1953 250,000,000 
Alcoa’s Kitimat project (B.C.) by 1954 550,000,000 


Total — estimated $4,250,000,000 


ESTIMATED EXPENDITURES MADE 


Exploration and petroleum well drilling $1,000,000,000 








Petroleum refineries : 900,000,000 
Petroleum pipe line from Edmonton to Lake 

Superior (1,130 miles) 130,000,000 
Petroleum pipeline across the Rockies 100,000,000 
Various mining projects z 


$3,250,000,000 


Total — estimated 





The above data were largely taken from the speech of Mr. L. G. Gilett, 
President of the Canadian Bankers’ Association, delivered at the 
Annual Meeting of the Association of Reserve City Bankers at Boca 
Raton, Florida on March 31, 1952. 








(a)—Data presented at the Annual Convention of American Institute 
of Mining and Metallurgical Engineers by Mr. G. C. Monture of 
Canada’s Department of Mines. 
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CONGRESS is not going to be rushed into passage of 
a new Defense Production Act or renewal of the 
present statute in enlarged scope. That became clear 
as the members trickled back to the Capital following 
their Easter holiday. Present outlook is that the 





WASHINGTON SEES: 


President Truman’s seizure of the steel mills has 
renewed Capitol Hill agitation for better definition 
of the Executive’s authority to avert national eco- 
nomic disaster by summarily taking over. For one 
reason or another, congress has ducked the issue 
for years, although simple amendment of the Taft- 
Hartley Act could spell out conditions and lift the 
fog of uncertainty which now shrouds the subject. 
Many believe this vagueness perpetuates a threat 
to private enterprise. Some even feel it is being 
nurtured for that very purpose. 


Existence of a system under which one person— 
in this case the President of the United States—may 
exercise powers so broad as to make the federal 
government the country’s largest employer of non- 
governmental help is an anomaly that probably 
exists because it isn’t recognized. The employment 
may be theoretical in some respects, but for pur- 
poses of fixing labor-management relations it is 
very real. Combining the payrolls of the seized 
railroads and the seized steel mills, one finds the 
total pushing toward the 2 million mark. The poli- 
tical control possibilities inherent in such an army 
are frightening. It alarms some congressional lead- 
ers who are not given to hysteria. 





There is a plan (Senator Morse’s bill) to divide 
responsibility for industry seizure between the 
White House and the congress. It would set up a 
formula for determining when a national emergency 
is threatened, define the conditions of operation 
and payment. Organized labor is not enthusiastic. 
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CONGRESS COOL TO DEFENSE ACT 


By E. K. T. 





senate committee will not have a bill ready until 
about the middle of May. The house committee, as 
forecast, is dragging its feet waiting to learn whom 
the President has decided upon to succeed Charles 
E. Wilson on a permanent basis. The type of law 
finally enacted will depend very largely upon the 
personality picked to administer it. 


TENDENCY of department stores to own shopping 
centers in which they operate is changing toward 
leasing. The Urban Land Institute, headquartered 
here, has made a survey of the situation, and re- 
jorts this fact as important guidance to realtors, 
real estate management firms, and owners of land 
in centers of business development. The change is a 
pendulum swing—three years ago, leasing was the 
favored method; then came a turn to owning; now 
the big store owners appear to be leaning to the 
policy that land ownership and management involve 
problems for which their main purposes and their 
staffs are not adapted. 


REPUBLICAN PARTY pilots who guided the GOP ship 
with amusement (even if without signal success) in 
recent national elections, no longer are smiling at 
the cleavage in the democratic ranks which seems to 
mark each election. Fact is that the republican party 
has its own split problem today, and it’s growing. 
With President Truman and his personal organiza- 
tion out of the way, it would be at least a reasonable 
notion that either Robert A. Taft or Dwight Eisen- 
hower would be a formidable candidate, hard to de- 
feat. But acrimony is intensifying, and the GOP 
high command is painfully wondering whether it 
will be possible to close ranks behind either as the 
nominee. 


THREAT by President Truman to keep congress in 
session until its members vote the amount and type 
of appropriations which he considers proper has a 
familiar ring, but it is solely for public consump- 
tion. No one knows better than the President him- 
self that he cannot make it stick. There is power, 
seldom invoked, to round up absent members and 
require their attendance at a session—but no matter 
how often the President may order congress to con- 
vene, it can recess or adjourn by majority vote. 
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What appears to be developing a standard pattern 
for Washington solution of labor-management ills -- 
government seizure and operation -- has been applied to 
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For better or for worse, the stabilization program was 
junked. Labor is going to get much, if not all, of 
what it has demanded; industry, of necessity, will get price 
relief. Things are right back where they started and 
where they could have been solved without loss of time 

or vocal chord expenditure. 









The steel situation was one which nobody 
seemed anxious to cure. The industry has received no 
credit for its concessions from its earliest declared 
position. The impression that none were made has 
strengthened the hand of the unions, in the opinion of 
the labor groups here. The solution Mr. Truman arrived 
















































































































































































at makes it difficult to put up a counter argument. 
Labor recklessly tossed out the wage stabilization program, which it never liked anyway, 
but in the process probably tossed out the price ceiling protections it claims are so 
itil urgently needed. A major loss was suffered in the departure of Charles E. Wilson, 
as defense mobilizer, not to mention the loss of prestige suffered by the Wage Stabilization 
om Board. 
les socal 
=a Deflation note: The National Foundation for Consumer Credit finds business 
today below 1951 levels, with production up, materials more available, and consumer 
_ demand definitely off. Assuming the existence of supporting data, the Foundation poses a 
se question that seems reasonable enough: why continue a system which is designed to cure 
red an ill which the record shows has been ended; why Regulation W with its 15 per cent down 
re- payment requirement and 18-month payoff? Data, by industry and by Federal Reserve 
rs, districts, have been gathered to impress the congressmen who, at least so far, don't 
a seem much interested. 
oa It's becoming more and more evident that congress will follow the normal 
the election year pattern: a huge vocal output but not much in the way of written legislation. 
Ive Early recess is the watchword. It's utterly amazing how many relatively unknown members 
eir see the posSibility that the Presidential nomination may strike them in view of the 
confused situation in both parties: the Truman withdrawal and the Taft-Eisenhower tug 
hip of war in which each may eliminate the other. Foreign Aid, Defense Production Act, and 
in the money (departmental appropriation) bills, seem the likely fare. 
at 
3 to Wholly aside from their importance in keeping public servants on their toes 
- and doing some weeding out, investigations serve a welcome purpose on Capitol Hill. 
'za- They distract attention from the snail-like pace at which major business items are 
ble moving along. And there's another one in sight -- merely a question of whether the house 
en- or the senate manages to put the show on the road first. The house probably will win. 
de- President Truman's proposal for about 8 billion more dollars for Foreign Aid will require 
at heaps of inguiry. Some of the committee members are impatient for the spectacle of 
the Secretary Dean Acheson twirling his Homburg in the committee waiting room. 
: There is not likely to be action this year, but the next session of congress 
Bus might find one of the most dangerous bills, froma production and merchandising viewpoint, 
git that can be imagined. Support is building for creation of an agency within the U.S. 
mp- Department of Commerce to create official grades for consumer goods on the basis of 
im- quality, price, utility, and supply. Bluntly, it would tell the potential customer: 
ver, this is a good buy; this is not a good buy. Price and quality competitive urges which 
and have created public acceptance -- or, in other cases, denied it -- would take on new 
nnd direction, say those who oppose the bill (HR 5189). The predilections, even past business 
ok. associations of the examiners would become the important elements. 
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Gone would be the worthwhileness of privately-maintained laboratories. 





Created in their stead would be a staff of hired experts, operating under a $15,000-a-year 
salary out of Washington. It's a rebirth of the long fight for grade labeling of all 
consumer goods. A trade mark or business reputation, not to mention the investment 
which has been made in promotional work, could melt overnight. The situation could be 
saved, probably, through Senator Guy Gillette's resolution to create a senatorial com- 
mittee to investigate prices charged for food, fuel, and clothing; to inquire into the 
cost and methods of producing, processing, and distributing consumer goods. There's 

a great latitude in that pesolution and the fight against a new business dictatorship 
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Against this background it is interesting for consumers to read the comments 
of the same committee (Senate Agriculture) on "press reports read by city people which 
leave the impression that food costs in recent months have been high relative to 
workers' incomes." It's contrary to the actual facts, says the Gillette Committee. 
The city dweller's present paycheck will buy more than at any peacetime period in the 
past 25 years, recites the report which then turns to another critique: "Press reports 
have given city people an impression that farmers increased their incomes in recent 
years at the expense of urban consumers. Again the facts do not Support this popular 
impression." 






































An upsurge in private homebuilding during March helped push capital outlays 
on all new construction last month to 2.25 billion dollars. That would be 13 per cent 
over February, and slightly above March 1951. Other factors making their contribution 
to the boost were substantial increases in highway construction and seasonal advances in 
most other types, say the analysts of the Bureau of Labor Statistics. Expenditures for 
residential building during March were estimated at 784 million dollars, 17 per cent 
above February, only 9 per cent below the March 1951 record. 




















The Senate Banking and Currency Committee, says current Washington report, 
is working on a new plan to relieve the mortgage fund drought in defense areas. Housing 
and Home Finance Agency officials have been meeting with the committee staff, isn't 
guite ready to announce. However the plan is known (at least in its present form) to 
involve 1 billion dollars more for advance commitments by the Federal National Mortgage 
Association. With an eye on Korea, the legisiators also are talking of larger direct 
housing loans to veterans. The new GI's are being "rotated" back to the United States, 
are making their wants known. 





























Periods of war or near war -- hot or cold -- are times to give the legalized 
alcoholic beverage industries great concern.. The present one seems to be an exception. 
Against the later World War I years when the industry took the position that "it can't 
happen here" (and found it could), a review of 1951 shows that prohibition was abandoned in 
areas having more than a quarter million population -- the biggest dry to wet shift of 
the past ll years. As a result, 84 per cent of the nation's population now lives in areas 
which permit legal sales of distilled spirits. The wets were big winners in 1948 and 
1949 local option elections, but a dry victory was recorded in the over-all reading of 
1950 results. 


























The freedom from partisan political domination which is the reward for withdrawal 
from further trips to the polls as a candidate for elective office is being forcefully 
demonstrated again by President Truman. His new organization bills are measures one 
wouldn't expect to find originating in the office of a still-active candidate -- and 
wouldn't find them so originating. The proposal to put postmasters, customs officers, 
and U.S. marshals under a complete Civil Service appointive system takes 20,000 good 
jobs off the political gravy train. Congress was often reluctant, sometimes refused, 
to indorse Truman nominees. if his reorganization bills go through, Mr. Truman will have 
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— reports for the first quarter of 1952, 
thus far published, indicate that corporate profits 
for this period declined rather substantially, both as 
compared with the last and first quarters of 1951. 
This disappointing trend should not be a surprise, 
as it was clearly foreshadowed in the latter half of 
last year. 

The two principal factors in the decline in net 
sarnings are, first, higher taxes and, second, higher 
costs, the latter currently aggravated by the high 
wage level, the effects of which are commencing to 
exert their full force, and likely to become a more 
prominent factor as other industries join the ranks 
of steel in raising wages without adequate compen- 
sation in prices. From the standpoint of the stock- 
holder, this trend is of importance as it forecasts a 
higher break-even point for industry, automatically 
lowering the margin of profit. It will also have a 
bearing on future dividend policies. 

At the present time, the major factor in offsetting 
the adverse influence of higher costs is the continued 
high level of sales in most industries, with the excep- 
tion of the consumer goods’ trades. However, a 
new influence is coming into being. This is that new 
orders for manufacturers are at a somewhat smaller 
rate than shipments, indicating that backlogs are 
commencing to shrink, though at still a very mod- 
erate pace. 

The implications for the second half, however, 
cannot be ignored, since part of the present high 
rate of industrial activity is at the expense of past 
bookings, some of them of long duration. If capacity 
operations are to be continued, sales will have to 
increase. This accounts for the great stress now 
being laid on sales efforts, a natural consequence of 
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The major trend 
in earnings is illus- 
trated by the recent 
preliminary report of 
the Department of 
Commerce showing 
that net earnings for 
all U. S. corporations 
for the first quarter 
of 1952 were about 
20° under those of 
the like period last 
year. Thus, net earn- 
ings were at the an- 
nual rate of $16.7 bil- 
lion against $20.7 bil- 
lion (adjusted for 
retroactive taxes). 

The higher earn- 
ings of the 1951 pe- 
riod were the result 
of the extraordinary 
buying spree which 
took place then. Ad- 
ditionally, taxes dur- 
ing that period were 
considerably lower. 
Hence, the wide dif- 
ference between last 
vear’s and this year’s 
earnings. 

Earnings com- 
pared poorly with 
those of the last quarter of 1951, indicating a sharp- 
ening of the declining trend. Total earnings then 
were at the annual rate of $18.5 billion, or about 
$1.8 billion higher than the first quarter of 1952. 

Plants operating directly on government orders 
are speeding up operations and probably will con- 
tinue to do so for the balance of the year as defense 
orders on hand are translated into actual manu- 
facture. It is expected that government expenditures 
for defense purposes will reach $5 billion monthly 
in a few months, compared with the present rate of 
$3.5 billion. Obviously, this acts as a supporting 
element to industry generally, as well as the com- 
panies directly affected. 
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The Profit Squeeze 


However, industries which are not in the center of 
the defense effort have apparently already reached a 
peak of sales and with new orders declining, they 
face an increasing squeeze on profits as a result of 
higher costs, particularly labor. The semi-depressed 
industries, according to recent reports, are still wait- 
ing for a pick-up in business. No important change 
for the better took place during the first quarter. 

According to retail trade reports, conditions were 
quite mixed during the first quarter with distrib- 
utors still trving to move clogged-up inventories. 
With only moderate success in this quarter, they 
are consequently still facing the imponderables of 
mass buying power. Thus far, the public has evinced 
no indication of departing substantially from its now 
year-old shift from inordinate buying to careful sav- 
ings habits, this despite the billions of dollars in 
wages in the defense industries. 











Either the public does not believe in the duration 
of prosperity and prefers to save now while it has 
the cash, or it thinks prices are still too high. In 
all probability, it is a combination of the two, in 
addition to the fact that it is still pretty well sup- 
plied with consumers’ goods it bought in the past 
several years. 

Although the list of corporations publishing first 
quarter earnings is not complete, it is apparent from 
the accompany table that the percentage of profit to 
sales is declining. For 1951, the percentage of profits 
to sales of all industry declined to 6.2% against 
7.7% the previous year. This year’s trend indicates 
that the decline is continuing though at a more mod- 
erate pace. Net income for 1951 was about 8% less 
than in 1950, but first quarter 1952 represents a 20% 
decline from the corresponding period of 1951, and 
about 10% under profits of the last quarter of 1951. 


Variations in Earnings 


The earnings picture, as might be expected, varies 
from industry to industry, and from company to 
company, though most of them, outside of the public 
utilities, oil, metals and railway equipment have been 
affected by a decline in net earnings of varying 
proportions. Outside of the utilities, even such indus- 
tries as air-lines which have relatively privileged tax 
position have fallen back in earnings, in this case as 
a result of considerably higher costs in per unit 
charges and heavier depreciation expenses, with re- 
placement costs steadily mounting. The volume of 
air transport is rising, but not at a rate to permit an 
increase in net earnings. 

Variations in earnings, as can be seen from the 
accompanying table, are extreme, in some cases net 
per share for the quarter almost at a vanishing 
point. This, however, is the exception, most com- 
panies showing a decline of between 10% and 20%, 
with the larger companies experiencing relatively 
the smallest decline. The hitherto backward railway 
equipment industry has distinguished itself with 
some companies making good gains. This group 
probably has been outstanding relatively in profit 
performance for the quarter. However, new orders 
are not keeping up with the decline in backlogs. 

Judged by the Gair report, paper companies will 
not fare as well in 1952 as last year, the president 
of the company estimating a decline in orders of 
between 10% and 12%. 


The Effect on Dividends 


The big electric equipment manufacturers—Gen- 
eral Electric and Westinghouse—both showed de- 
clines from the first quarter of 1951, General Elec- 
tric’s having been about 20% and Westinghouse’s 
about 10%. 

While the larger oil companies have not yet re- 
ported, based on reports available conditions as to 
net earnings continue satisfactory with peak levels 
still being maintained, on the average. 

The building and cement industries, judged by the 
Johns-Manville, Lehigh Portland Cement and Penn- 
Dixie Cement reports, have also been affected by 
rising costs, especially the latter company with earn- 
ings about cut in half for the quarter. Johns-Man- 
ville was only moderately affected with a decline of 
about 12%. 

The Kaiser Aluminum report indicates that high 
taxes and, probably the high rate of accelerated 
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amortization, is commencing to have an effect on 
net earnings. Profits here dropped about 30%. 

While the declines are disappointing it must be 
considered that actual earnings in general are still 
satisfactory compared with 1948-50 earnings. There 
is no need therefore to exaggerate the extent of 
the current decline, which is in the nature of a gen- 
eral reaction from the very high profits of the last 
quarter of 1950 and the first quarter of 1951. 

So far as dividends are concerned, while current 
rates are still being covered by an adequate margin, 
there will probably be two effects of the present 
earnings trend: first, the number of extra dividends 
will be considerably less and, second, in cases where 
the earnings margin is becoming too narrow, there 
may be some moderate paring of dividends, espe- 
cially in the case of companies in need of conserving 
cash. About $200 million less in dividends for U. S. 
corporations was paid in 1951 compared with 1950. 
The decline this year may run as high as $600 mil- 
lion. This would be a decline of about 7%. 

Space does not permit a detailed analysis of the 
earnings trend in all of the companies listed on the 
accompanying table but we have selected several of 
the more prominent concerns as illustrations of cur- 
rent tendencies. The table is well worth examining 
since it contains a good cross-section of first quarter 
1952 earnings. The figures give the trend of sales 
and net per share for the four quarters of 1951 and 
the first quarter of 1952. 


Changes in Some Important Companies 


General Electric Co. Sales for the first quarter 
were $560 million or about 2% less than the peak 
first quarter of 1951. However, net earnings declined 
about 17%, or from $1.21 a share to $1.01 a share. 
Higher costs accounted for the drop in earnings, 
with taxes playing a small part in the decline. An- 
other factor is that a higher percentage of the 
company’s output is for defense production, which 
normally has a lower margin of profit than civilian. 
At the same time that production for defense in- 
creased, production for civilian use, which is the 
more profitable end of the business, declined. Ap- 
parently, the same trend will continue into the 
second and third quarters, as defense output in- 
creases. This would probably mean a further mod- 
erate cut in the margin of profit, unless there should 
be a substantial increase in consumer demand. 

Plans for expansion have been widened and last 
year’s estimate of $350 million needed for the four- 
year program has been raised to $550 million. The 
company in this respect is taking a constructive view 
of longer-range prospects. 

United States Rubber Co. Sales for the first quar- 
ter were $220 million, about 4% higher than the 
like period last year. Net earnings were $6.2 mil- 
lion against $9 million, equivalent to $2.80 a share 
and $4.41 a share respectively. The difference in 
earnings is accounted for by the following: higher 
wages and cost of materials, higher taxes and the 
inevitable smaller ratio of profit from increased de- 
fense business. Taxes were at the 68% ceiling in 
the first quarter of 1951 and at the 70% rate in the 
first quarter of 1952. 

The president has stated that sales will probably 
continue to average the same rate as in the first 
quarter, or about $220 million. Unless there is an 
increase in costs, it is expected that full year’s 
profits will be less than for 1951 but about the same 
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as in 1950. Profits per share for those two years 
were $14.29 and $11.04 respectively. The intense 
buying of a year ago by consumers is no longer a 
factor and competition is reappearing. 


Profits Holding for ‘‘W K’’ 


Westinghouse Air Brake Co. Sales declined about 
10%, from $25.1 million in the first quarter of 1951 
to $22.5 million in the first quarter of this year. 
Nevertheless, net earnings were down only about 
4%, or to about $2.7 million from $2.8 million. This 
was equivalent to 65 cents a share compared with 
68 cents in the previous year, a comparatively good 
showing as profits in the first half of 1951 were the 
largest in the company’s history. A decline of about 
$4.5 million in the backlog from the end of 1951 
seems to indicate that new orders are not coming in 
as rapidly as old orders are being worked off. The 


rate of decline is small, however, and sufficient busi- 
ness is on hand to warrant the belief that succeeding 
quarters will be on a par with the first quarter. 

Blaw-Knox Co. Billings for the first quarter of 
$39.8 million were almost double those of first- 
quarter 1951. Net earnings rose substantially, de- 
spite higher taxes and costs, and amounted to $1 
million against $543,000. This brought per share 
earnings for the quarter up to 72 cents against 38 
cents in the like period last vear. The satisfactory 
picture is emphasized by the increase in the backlog 
which rose to $123 million compared with $110 mil- 
lion at the end of 1951. 

The trend is likely to continue into the second 
quarter and probably beyond that period. Potentiali- 
ties for export business is indicated by receipt of a 
$2 million contract to build a steel plant in France. 
The first quarter report stands in contrast to those 
issued by other manu- (Please turn to page 180) 





















































Quarterly Comparison of Sales and Earnings 
——— : 1951 - . 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Per Net Net Per Net Net Per Net Net Per Net Share 
Sales Share Sales Share Sales Share Sales Share Sales Net Per 
(Millions) (Millions) (Millions) (Millions) (Millions) 
American Airlines a : $ §6©.10 $ 21.8 $ .09 $ 45.2 $ .42 $ 41.0 51 $ 33.9 32 
American Locomotive |... 909 “1.34 «63.0 80 58.0 1.21 22.9 (d) 19 
American Seating? ....... $ 5.4 -— 1S ‘126 99 8.1 BAL 79 58 
American Woolen 38.6 (d) 1.18 66.6  (d)1.00 _—_—87.7 “3.12 65.5 6.25 33.3 _ 86 
Blaw-Knox TT ae 42.6 8729.7 61 26.6 69 20.4 38° 
Bridgeport Brass a a a 4104 245 — 84 24.7 78 25.2 78 
Caterpillar Tractor 130.3 138 12286 135 4474  (d).139 1338 1.08 109.6 1.54 
Consolidated Vultee Aircraft. 86.5 61 961 77 81.3 76 83.6 1.01 61.0 74 
Container Corp. of America 44.71.86 46.6 25 BS C«HSCSC«CSD«D 2.07 58.1 1.97 
Davison Chemical 156 ONS 8D 44 9.5 57 13.6 1.42 12.9 1.31 
Diamond Alkali 200.5 #67 &#42x203 #42 #204 57 19.9 89 18.9 76 
Douglas Aircraft 81.2 1.66 71.8 1.39 56.) 1.28 57.8 1.69 39.3 1.40 
Dow Chemical! 100.0 1.05 102.5 1.21 97.7 “1.31 98.8 1.68 86.5 1.33 
Elliott Company 10.4 1.67 14.8 1.46 9.2 1.04 8.2 1.39 8.0 1.51 
Ex-Cell-O Corp. __ Wl (167 16.5 211 181 ~——_—*1.80 13.7 1.64 11.8 1.43 
Gair (Robert) Co. 170i «dO 95 «7S 79 29:2 21.1 || 
General Bronze Corp. 4.8 .68 a5 1.13 3.5 1.06 4.3 1.04 4.4 81 
General Electric 560.5 1.01 625.3 1.81 509.3. (54 ~=615.0 1.22 569.6 1.21 
Hercules Powder. 48.0——i*d:SC“‘“‘ WA 15) 53.7 56.2 1.40 54.4 1.22 
Industrial Rayon BS. 116 16.5 1.50 15.8 1.36 16.5 1.19 
Johns-Manville 56.0 1.74 59.6 1.65  _—<58.0 2.12 62.6 1.99 57.6 1.99 
Lehigh Portland Cement 8.1 32 is 68 15.4 84 15.8 89 8.0 AD 
Libby-Owen-Ford Glass. ...—:38.3 67 38.3 "ae 30 46.9 1.00 49.7 1.20 
Monsanto Chemical 63.3 1.00 65.7 1.36 : 67.2 93 71.8 1.30 67.9 1.25 
Mullins Mfg. 13.0 80 12.0 1.07 12.1 66 14.6 73 18.9 1.01 
New York Air Brake : 98 75 17.0 56 OG 76 7.6 1.17 6.5 oN 
Penn-Dixie Cement aoe 45 77 6.0 99 ~~——Oo76 1.33 7.1 1.49 4.6 42 
Pullman. 74.6 1.03 91.3 153. 526 41.15 68.2 1.18 42.6 88 
Rohm & Haas Co. 26.2 1.42 23.9 1.28 24.0 7.49 29.3 2.36 29.5 2.35 
St. Regis Paper _ 47.6 64 49.9 74. «45.4 66 52.3 81 48.3 90 
Standard Steel Spring Pr 34.1 1.19 30.4 74 30.9 .88 31.0 90 
Sunshine Biscuits 1.60 31.6 1.39 29.3 1.61 29.4 1.49 28.6 1.58 
Texas Pacific Coal & Oil 4.8 99 4.9 99 4.7 95 4.5 98 4.2 92 
Twin Coach 14.7 78 15.) .87 8.7 Px 8.0 .38 75 51 
Underwood Corp. 17.9 1.12 18.5 2.50 WI 98 19.7 1.68 19.1 1.46 
Union Carbide & Carbon 231.0 80 236.9 94 232.2 81 233.5 1.01 224.7 1.01 
I] U.S. Rubber 220.0 2.80 205.2 3.77 204.9 2.67 215.7 3.43 211.9 4.4) 
Westinghouse Air Brake 22.5 65 22.7 31 18.9 59 27.1 1.02 25.1 89 
Westinghouse Electric 323.8 96 339.8 1.36 310.4 69 300.1 93 290.4 1.05 
Worthington Pump 1.41 33.6 165 29.8 1.41 30.9 1.38 25.2 1.33 
(d)—Deficit. 1_On 6.9 million shares in 1952; 6.5 million shares in 1951. ~—Based on 2 for | split. 
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7). group of securities has been more disap- 
pointing to investors in the past year than the tex- 
tiles. Without exception, this group is selling at or 
close to the lows of the past year and a half. An 
important stock like Celanese Corp., which sold as 
high as 58 in 1951, is now around 40; American 
Viscose, which sold at 78 last year, is now 60; Ameri- 
can Woolen which was as high as 46 is now about 
26, and J. P. Stevens is now 37 against a 1951 high 
of 49. 

These depressed prices reflect what has happened 
to the industry. Nor is this surprising, since for the 
first time in more than a decade a real slump has hit 
the industry. Naturally, investors and business peo- 
ple generally want to know what the prospects are 
for an ending of this slump. 

Unfortunately, the dismal story of the past year 
does not seem to have ended, for the truth is that 
the nation’s textile mills are in serious trouble, and 
salesmen are having to learn all over again the hard 
facts of life, which had been forgotten during the 
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lush forties, and particularly during the post- 
war years when they were swamped with 
orders. 

Sales began to taper off more than a year ago. 
What keeps the slump going, of course, is the public’s 
apathy toward buying textile apparel items. 

There are nevertheless some favorable signs in 
the offing which might be interpreted as omens of 
recovery. Most important of these is the steady attri- 
tion of inventories of textile goods at the retail level, 
and back up through trade channels to primary 
sources. 

The mills admittedly have fairly heavy stocks of 
gray goods on the shelves, and producer rs are sitting 
on substantial supplies of yarn. But the most im- 
portant thing is that converters, and cutters are 
unencumbered for the first time in nearly a year. 

With warm weather ahead to stimulate sales of 
summer apparel, and the traditional seasonal pick 
up due to start within another month or two, textiles 
should see their best improvement in more than a 


year. A fairly good third and fourth quarter are 


predicted. That is the immediate picture. 

The long range view taken by many mill men is 
gloomier. In order to run most efficiently the modern 
textile operation should roll on a three-shift basis. 
The trouble is that when the industry is on a con- 
tinuous three-shift work week there is always over- 
production, unless there is an unusual demand over 
a protracted period. 
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Demand for textiles from 1939 through the middle 
of 1951 has been heavy enough to absorb produc- 
tion, but it was supported by a war economy which 
artificially induced shortages for over a decade. The 
Korean war came along just about the time textile 
demand was settling down to an economy of peace. 
The overproduction caused by a fear of shortages 
which never really developed is still with us. 

There are many textile economists who believe 
that curtailment must go deeper than the 20% to 
25% cutback the industry has imposed on itself since 
the turn of the year. This curtailment was put into 
effect too late, they say. 


Cutbacks in Synthetics 


The industry has been tightening its belt, how- 
ever, as is shown by the figures released by the 
Bureau of Census. According to their report as of 
the beginning of April, average consumption of cot- 
ton from March 2 through March 29 was 36,827 
bales per each working day. 

This compared with last year’s average for the 
corresponding period of 45,152 bales, and with 39,- 
089 bales for the February period this year. These 
figures show that the cotton industry had at least 
made a start toward cutting back to more realistic 
production levels. 

In the depressed rayon and acetate markets, pro- 
ducers have curtailed acetate filament production 
down to 30 per cent capacity, and acetate staple to 
about 40 per cent of the spinners potential. Rayon 
production is only slightly less cut, with the exception 
of tire cord, which is still on a boom basis. 

In the synthetics weaving industry cutbacks by the 
mills have gone deeper and deeper as spring fabric 


sales falter. Many mills were entirely shut for the 
Easter season, and it is seriously doubted by even 
the most optimistic mill men that the second quarter 
will provide any kind of real relief, either pricewise, 
or volume wise. 

Converters of both cotton goods and synthetics 
are in a bad way, but at least they have sold off most 
of their inventories, and it is from this segment that 
much of the optimism over the coming fall season 
is being heard. In fact the entire synthetics industry 
is looking for the fall season as its only hope of 
emerging from the slump. 

The hard hit wool and worsted industries con- 
tinue depressed. Occasional Government business has 
been of some help, but civilian call for goods is far 
below normal. 

The difficult position cotton mills are in now is 
dramatically pointed up by a comparison of current 
mill margins with those of last year at this time, and 
with those in effect just prior to the outbreak of 
the Korean war. 


Manufacturers’ Costs and Margins 


Mill margins are the difference in price between 
raw material, minus saleable waste, and the unfin- 
ished fabric as it rolls off the loom. It is from this 
margin that the manufacturer must pay his mill 
overhead, wages, amortization, sales expense, and 
all other mill costs. What he has left is his profit 
before taxes. 

These manufacturing margins are thinner today 
than they have been since the late thirties. More- 
over, they are 40 per cent lower than they were last 
year at this time, and 30 per cent lower than the 
average margins in effect from 1946 through 1949. 
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Comparative Earnings & Dividend Record of Leading Textile Companies 
Net Per Share Dividends Per Share Recent Price Range 
1951 1950 1949 1951 1950 1949 Price Yieldt 1951-52 
American Viscose $ 5.37 $ 7.83 $ 4.66 $2.50 $2.50 $2.00 61% 4.1% 78 -57% 
American Woolen 9.22 4.39 1.18 6.00 1.00 3.50 26% 22:5 467%-26% 
Beaunit Mills 2.00! 6.42 2.17 1.50 BY fo BY 20% 7.2 374-19 
Belding Heminway 1.50! 3.23 1.48 1.30 1.25 1.40 13% 9.9 19%-12% 
Blumenthal (Sidney) & Co. 2.20 3.00 (d) .40 1.00 .70 .60 10% 9.8 1444-10 
Botany Mills (d) .64 LALC. 83 .25 1.75 6 12%- 5% 
Burlington Mills 1.93 4.43 2.83 1.35 1.41 1.00 16 8.4 2558-157% 
Cannon Mills 6.32 3.48 4.30 3.00 3.00 3.75 53 5.6 61 -46% 
Celanese Corp. of America 3.56 6.39 3.19 3.00 2.55 2.40 41% y fy 584-4158 
Cluett Peabody 4.37 7.09 2.24 2.25 3.00 2.00 29 7.7 3614-2842 
Cone Mills Corp. . 3.25 4.07 2.95 2.00 2.60 1.60 26% 7.6 41%-25% 
Consolidated Textile 1.50 2.49 57 1.75 957 Bc 9M 19.0 18-9 
I] Dan River Mills a.27 4.65 2.09 1.50 1.50 1.12% 18% 8.0 2412-17\% 
Duplan Corp. ~ 1.06 85 2.11 .60 70" 50° 10% 5.9 17 -10% 
Goodall-Sanford 4.02 50 1.88 37% 1.37% 16% 2.2 24%4-16% 
Industrial Rayon 5.34 6.68 5.45 3.00 3.00- 3.00* 58 a 71%-53 
Kayser (Julius) & Co. 2.31 1.55 1.75 1.00 1.00 1.00 10 10.0 15%- 9% 
Lees (James) & Sons 3.08 6.22 4.37 2.00 2.00 2.00 207% 9.6 25%4-20% 
Lowenstein (M.) & Sons 4.05 6.50 3.46 2.00 2.3712" 2.00 27% 72 39 -24'2 
Pacific Mills 94 6.39 4.16 2.00 2.50° 3.50 29% 6.7 49V4-28Y 
Pepperell Mfg. Co. 11.36 9.10 11.30 5.00 5.00 KF Lo 66 7 pi 772-61 
Powdrell & Alexander 16 ae 2.57 47 .50 372 7\% 6.5 12% 7% 
Rayonier, Inc. 4.91 5.58 2.37 1.50 2.50 2.00 28 5.3 32%-22'2 
Reeves Brothers, Inc. 2.49 2.45 4.11 1.20 1.30 1.50 16 y 2134-15% 
Robbins Mills, Inc. .. 2.01 7.03 4.47 1.12% 1.50 1.00 26 4.3 42 -25% 
Stevens (J. P.) & Co. . 5.65 6.78 6.61 2.75 3.00 2.75 37% aa 49% -36% 
Textron, Inc. ste 3.66 2.88 (d) 1.89 1.75 1.00 1.00 13% 12.6 23-13% 
United Merchants & Mfg. 3.44 VF 3 2.43 1.09 1.00 1.00 13% 8.0 16%4-131 
Van Raalte Co. ............. 4.05 5.98 4.21 2.80 3.102 2.50 2812 9.8 3312-28 
Wamsutta Mills 1.60 1.46 (d) .65 49 25° wae 8% 6.0 15 - 8 
Wyandotte Worsted Co. 1.75 1.61 2.90 .80 .80 1.50 12% 6.5 21%-12 
+—Based on 1951 dividend. 1_Estimated. 
(d)—Deficit. 2—Plus stock. 
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Comprehensive Statistics Analyzing 














Celanese 

Figures are in million dollars, American American Blumenthal _ Burlington Cannon Corp. of 

except where otherwise stated Viscose Woolen (Sidney) Mills Mills Amer. 
CAPITALIZATION: 
Long Term Debt, Stated Value.....................:cccccccceee ces ork 1S se. $66.1 $98.7 
Preferred Stock, Stated Value $21.5 WD 7 izi-.! 5 Ae $32.8 3% $103.4 
Number of C Shares Outstanding (000 omtd.) 4,095 978 359 6,463 2,074 3 5,844 
Me IUD oes oor ooo <5 gach aden gut beacons senressaono ep $124.3 $50.6 $4.8 $106.2 $51.8 $204.5 
INCOME ACCOUNT: for Fiscal Year ended.................. 12/31/51 12/31/51 12/31/51 9/29/51- 12/31/51 12/31/51 
Net Sales NET REDE AD Pe LEO $269.8 $253.3 $31.3 $310.1 $191.7 $202.6 
Depreciation, Amortization, ete. .....................000ee $15.9 $2.0 $.3 $6.6 $2.3 $12.1 
Income Taxes CE NO AN eA Se Rae Ae $47.3 $9.9 $1.7 $13.3 $15.4 $27.2 
Net Available Interest $24.4 ae $29.5 $27.2 
Interest .. , JETER Ate tir eee TO re $.02 A $1.5 $.1 $2.3 
Preferred Dividend Requirements Ba: hans $1.0 $10.0 . { $1.2 $4.0 
Bal e for C ; $22.0 $9.0 $.7 $12.4 $13.1 $20.7 
Operating Margin ...... spsiiScxcevens yeas sapien 25.3% 9.4% 8.6% 9.2% 14.6% 26.3% 
Net Profit Margin ...... eMae = pesdie ees 8.5% 3.9% 2.5% 44.3% 6.8% 12.2% 
Percent Earned on Invested Capital 10.0% 11.2% 8.0% 8.0% 12.7% 11.5% 
Current Price of Common $62.00 $28.00 $10.00 $16.00 $53.00 $42.00 
Price Earnings Ratio sixteen 11.5 3.0 4.5 8.2 8.5 11.8 
BALANCE SHEET: Fiscal Year ended 12/31/51 12/31/51 12/31/51 9/29/51 12/31/51 12/31/51 
Cash and Marketable Securities ..... $108.2 $10.1 $.8 $45.1 $52.4 $58.6 
Inventories, Net $46.2 $73.6 $6.3 $80.8 $35.4 $45.3 
Receivables, Net $19.2 $27.6 $1.7 $41.6 $17.5 $12.3 
Current Assets . $179.8 $111.9 $8.8 $168.6 $105.5 $116.4 
Current Liabilities $69.4 $46.5 $3.5 $37.7 $30.1 $17.2 
Net Current Assets $110.4 $65.4 $5.3 $130.9 $75.4 $99.2 
Fixed Assets, Net .. $107.6 $29.2 $4.4 $99.4 $27.3 $171.7 
I i Dice cnc age sten unsic nbs eek psabeky Papa SeR apes $279.6 $142.5 $13.3 $275.6 $133.6 $335.1 
Book Value Per Share pei A Batemah ses $50.94 $77.87 $27.33 $21.37 $49.93 2 $19.60 
Net Current Assets Per Share!........... ’ $21.79 $46.62 $14.85 $4.81 $3.63 re 
Cash Assets Per Share ........................ ; ee $26.42 $10.32 $2.33 $6.99 $25.26 $10.00 
ID os a sas cenussosceane bite. EN A sites 2.5 2.4 2.5 4.4 3.5 6.7 
Inventories as Percent of Sales ......................... 17.2% 29.1% 20.2% 26.0% 18.4% 22.4% 
Inventories as Percent of Current Assets... 25.6% 66.3% 71.4% 48.1% 33.7% 39.9% 
Total Surplus ... $106.3 $39.3 $4.9 131.6 $51.2 $109.8 





1_After deducting prior obligations. 


*—After interim statement referred to in text. 
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On the other hand prices of most cotton goods are 
not far out of line with those of the immediate pre- 
Korean war period. This puts a big squeeze on the 
mills. For example the key print cloth 80 squares, 
a typical barometer used in the trade, sold in June 
1950 for about 82c a pound. At that time the mill 
margin on three print cloths as reported by the New 
York Stock Exchange was 39.15c a pound, while as 
of March 27 of this year the margin had fallen to 
26.85c a pound, and 80 squares were back to about 
80c a pound. This does not take into consideration 
a comparison of this year’s margins with those in 
effect at the height of the boom last year. 


Drop in Manufacturing Margins 


On March 27, 1951, the manufacturing margin on 
three print cloths was 60.54c a pound. With this fat 
buffer between costs and profits even the obsolescent 
mills could operate well into the black, and did. When 
the shrinkage of margins became drastic these mills, 
mostly small and old, dropped from the scene. The 
resulting cut-back in total industry production has 
been a significant aid in the re-adjustment of the 
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supply-demand balance which is still going on. 

To further comprehend the meaning of the tumble 
in manufacturing margins, it must be understood 
that during the period of shrinkage, between 1946 
and the present time, labor costs have gone up 63 
per cent, leaving mill men an even smaller pie to cut. 

The 1951 earnings statements did not reflect the 
severe conditions the mills operated under during the 
latter part of that year. Most mills, both in the cot- 
tons and synthetics fields went into 1951 with enough 
orders on the books to carry them comfortably 
through the third quarter. 

Some of the first quarter earnings statements of 
textile companies are now available and make 
interesting reading. They speak eloquently of the 
slump which has gripped the industry. 

Robbins Mills reported net earnings during the 
first three months of 1951 at $1,195,232, but could 
do no better than $39,478 during the first quarter 
of this year. Another big textile firm, J. P. Stevens 
& Co., Inc. came up with $2,970,000 net for the first 
quarter of 1951, compared with a net of $5,190,000 
for the first quarter of 1951. 

Consolidated Textiles, also showed up badly. They 
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Position of Leading Textile Companies 








Lees Lowenstein United 
Goodall Industrial (James) (M.) & Pacific Pepperell Stevens Merchants 
Sanford Rayon & Sons Sons Mills Mfg. Rayonier (sB.) Textron & Mfg. 
$6.0 baccarat || teases | wuveeeenned $40.0 $30.0 $5.9 $19.0 
$3.7 $2.7 $6.5 j $23.4 $7.2 
555 1,757 817 1,322 959 486 1,986 3,689 1,196 4,698 
$9.3 $1.7 $11.2 $7.9 $23.9 $9.7 $64.4 $85.3 $14.5 $24.9 
6/30/512 12/31/51 12/31/51 12/31/51 12/29/51 6/30/51- 12/31/51 10/31/51- 12/29/51 6/30/51" 
$62.5 $64.0 $65.5 $144.5 $121.9 87.7 $83.7 $349.4 $98.2 $259.8 
$.6 $1.8 $.8 $1.4 $1.6 $.8 $4.2 $5.2 $1.2 $3.1 
$2.4 $12.6 $2.5 $6.4 $.9 $4.8 $51.6 $23.0 $3.7 $11.9 
$5.1 ‘ $5.3 $31.0 $45.3 $8.3 $30.2 
$.2 $.1 rye $.4 $.8 $.6 
$.1 _ $.1 err $1.2 $.3 
$2.2 $9.3 $2.5 $5.3 $.9 $5.5 $9.7 $20.8 $4.3 $16.1 
7.9% 32.6% 8.1% 8.4% 1.7% 11.6% 36.9% 12.7% 7.6% 10.9% 
3.8% 14.6% 4.0% 3.8% 7% 6.3% 13.1% 5.9% 4.8% 6.2% 
8.6% 14.8% 9.2% 10.4% 1.4% 12.7% 18.4% 12.2% 16.7% 19.9% 
$17.00 $58.00 $20.00 $29.00 $29.00 $67.00 $28.00 $38.00 $14.00 $13.00 
4.2 10.9 6.5 7. 30.8 5.9 5.6 6.7 3.8 3.9 
6/30/51 12/31/51 12/31/51 12/31/51 12/29/51 6/30/51 12/31/51 10/31/51 12/29/51 6/30/51 
$.7 $43.1 $7.2 $3.1 $4.1 $4.6 $12.5 $18.4 $6.4 $6.1 
$27.9 $9.5 $14.6 $29.7 $30.8 $24.9 $9.3 $103.0 $17.5 $52.0 
$7.1 $4.8 $4.6 $16.9 $17.2 $6.7 $7.4 $50.7 $10.1 $53.2 
$36.7 $57.5 $27.0 $49.9 $52.2 $36.3 $29.7 $172.1 $35.4 $112.2 
$18.9 $16.6 $5.0 $11.7 $17.4 $8.6 $5.0 $59.1 $13.5 $50.8 
$17.8 $40.9 $21.9 $38.2 $34.8 $27.7 $24.7 $113.0 $21.9 $61.4 
$9.4 $21.6 $13.1 $23.5 $30.9 $15.9 $27.2 $87.7 $21.3 $39.4 
$46.6 $80.1 $40.3 $75.3 $84.0 $53.1 $104.8 $264.8 $60.3 $159.8 
$43.00 $35.91 $32.55 $42.23 $67.32 $91.62 $36.60 $47.60 $25.31 $18.72 
$35.35 $23.26 $16.18 $23.96 $11.29 $5.70 $22.50 $6.65 $8.63 
$3.06 $24.53 $8.84 $2.37 $4.31 $9.62 $6.29 $5.00 $5.35 $1.30 
1.9 3.4 5.4 4.2 3.0 4.2 5.9 2.9 2.6 2.2 
44.6% 14.8% 22.3% 20.5% 25.2% 63.0% 11.1% 29.5% 17.9% 20.0% 
76.0% 16.5% 54.2% 59.6% 59.0% 68.8% 31.5% 60.0% 49.7% 46.3% 
$18.3 $61.3 $23.1 $46.0 $40.5 $34.8 $35.3 $115.2 





$19.8 





*—Combined Common and Class “B’’ Common Shares. 








earned $733,000 during the first three months of 
1951, and only $219,000 for the first quarter of this 
year. 

National Mallinson took in a net of $75,304 in 
1952 and $216,601 in 1951 for the first quarter. 

What lies ahead for the balance of the year is 
still problematical. It is the opinion of many however, 
that earnings trends will show up for the balance of 
the year along the same lines as those of the first 
quarter with perhaps a better showing in the third 
and fourth quarters of 1952. 


Individual Companies 


Space does not permit extended analyses of the 
leading companies in the textile field. However, in 
order to give our readers an indication of actual 
earnings trends in the industry, we have selected a 
few of the major companies for brief analysis. 

American Viscose had sales of $269.8 million in 
1951, compared to sales of $276.5 million in 1950. 
Margin over costs, at $67.2 million vs. $69.3 million, 
held up fairly well, but an increase in federal taxes 
to $47.4 million from $37.2 million cut back earnings 
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per share to $5.37 from $7.83 on the outstanding 
4,112,932 shares of common. This comparably favor- 
able result—favorable when contrasted with other 
textile companies—grew out of Avisco’s production in 
non-apparel fields. Tire yarn and cellophane produc- 
tion, as well as output of rayon staple to be spun 
into carpet yarns, held up at 100% throughout 1951 
and first-quarter 1952. Rayon and acetate production 
were cut back in October, and further reduced in 
April. With $8,450,000 of 1951’s tax bill in the EPT 
bracket, any further drop in earnings seems cush- 
ioned well enough to assure continuance of the 50- 
cent quarterly dividend and possible repetition of the 
50-cent year-end distribution of 1951. 

American Woolen suffered a $2 million loss on 
operations in the first quarter of 1952. The company 
announced a loss of $895,000 after giving effect to a 
carry-back tax credit of $1,064,000. A year earlier 
the quarter had shown a profit of $1,095,000 after 
providing $706,000 for income tax. This sharp change 
for the worse in the company’s affairs had been fore- 
shadowed in the annual report. Francis W. White, 
president, reporting a 69% sales increase to $253.3 
million from 1950’s $150.1 (Please turn to page 180) 
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SLUMBERING 
Blue Chips 


By OUR STAFF 


am this stage of the stock market, careful 
investors, mindful that earnings and dividend pros- 
pects are affected by high taxes and an air of un- 
certainty over the future of business, are inclined to 
examine their portfolios with a more critical eye 
than usual. The aim, of course, is to weed out the 
more speculative holdings in an effort to avoid 
accepting unnecessary risk. At the same time, in 
order to retain income so far as possible, investors 
find it advantageous to divert sums received from 
the sale of less worthy stocks into those which have 
proven reliable dividend payers over a long period. 

Issues of the latter type are in the investment or 
semi-investment class, to which is ordinarily ascribed 
the term “blue chip.” This term is flexible but gen- 
erally is confined to that relatively exclusive list of 
companies generally considered the leaders of their 
industries. 

In the past several years, practically all of these 
stocks have had advances of considerable propor- 
tions and many of them are still quite close to their 
highs. However, some of these issues, without in any 
way losing their investment quality, have in recent 
months been relatively dormant, at prices moderately 
lower than those reached during the highest period 
of the market. They have thus again become avail- 
able at relatively satisfactory prices. 

We have selected five such issues, all of which are 
well known to the investing public. All are earning 
a substantial margin above dividends and all have 
paid dividends without interruption since close to 
the turn of the century. The yields vary from 414% 
to 7%, the latter an unusually high rate for stocks 
of this calibre. A satisfactory investment, in our 
opinion, would be a combination of the five stocks, 
apportioned in moderate amounts, leaving sufficient 
buying power so that additional shares could be ac- 
quired in the event they could later be obtained at 
lower prices. 
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GENERAL MILLS GIS 






























































































































































































































































—$_——_ 
t : Adjusted 7 
: Flour ‘ Price Range . 
1929 — 193 
High - ® 
Low - 9 
: —s 
C 
o 
<S S| TRS 
® zs 
, —— tn 
2 tit | { th strate oR 
raat ty 2 eats +——F 
mi arn et sonar Sec 
tu - 
ewer [ 
fit oe Funded Debt: None } 
t Shs. $5.00 Pfd: 221,473 - $100 par {— 
hrs ——t — 4 Shs. $3.37% Cv Pfd: 50,968 - $100 par; 
a Shs. Common: 2,093,226 - no par} 
i Fiscal Year: May 31} 
- $———E__ Estimated ecanigg 7+ 
ft |= _Estim ! 
THOUSANDS OF SHARES + bt eee Seah eee st — 
t 1 } oS i i 
1941 | 1942 | 1043 | 1944 | 1948 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | iH—, | 194 
2.02 12.13 2.23 2.69 |2.91 3.91 | 5.83 5.11 5.87 | 4.92 |E 4.75 | Cw 
1.338 11.338 | 1.338 | 1.334 [1.378 | 1.50 | 2.25 | 2.50 | 2.25 | 2.50 | 2.50 | 16 
32.5 | 32.5 34.7 45.6 |47.3 60.0 | 57.9 55.5 55.6 _| 53.2 54.9 [me oy 35.8 
GENERAL MILLS, INC. i 
B 
BUSINESS: This is the largest concern in the domestic flour milling indus- = 
try. Animal feeds, derived as by-products, form an important part of rev- q 
enues. It also manufactures dietary food supplements. There is an appliance 
and machinery department. Oo 
$: 
OUTLOOK: With increased public buying power in essential lines such as ec 
food, it is anticipated that 1952 will continue the wide-spread demand for p 
milling products. General Mills, as the leader, is fully participating in this w 
demand. Although both costs and taxes have increased, it is anticipated 9 
that the company will show approximately the same profits for the fiscal vi 
year ended May 31, 1952, or $4.92 a share, as for the previous year. Gross <i 
profits undoubtedly increased but the company’s liability for excess profits le 
tax is a factor in holding net earnings down. However, the fundamentally ic 
strong position continues to manifest itself in the development of new prod- N 
ucts. Among the most important of these are the increase in the sale of p 
formula products for improving the quality and supply of food animals. The ve 
general rise in the standard of living in recent years has stimulated the w 
enormous demand for meat, and with it a constantly increasing demand for p 
products that will enable meat producers to increase their supply. The revo- re 
lution which has been taking place in the feeding of meat animals is of C 
great importance, with General Mills taking a leading position. cl 
New packaging of “Wheaties” and advertising of this product are having TI 
successful results. Financial position is characteristically strong but items in re 
the balance sheet in recent years have shown a shift to large inventories of al 
grain. The company has been financing a large part of its plant expansion, fr 
amounting to well over $40 million in the past decade, from retained earn- m 
ings. This has demanded a conservative dividend policy, the company be- TI 
lieving in the desirability of continuance of dividends rather than temporary th 
increases that might be difficult to maintain. Dividends have been paid stead- 
ily since 1898 which is an indication of the stock’s good investment position. D 
; in 
DIVIDENDS: The rate of $2.50 per annum is being covered approximately fi 
twice over. This rate seems quite secure. M 
MARKET ACTION: Recent prices—52’2 compared with a 1951-52 range of H 
High—65'2, Low 52%. At current prices, the yield is 4.7%. 
COMPARATIVE BALANCE SHEET ITEMS 
May 31 
1942 1951 Change A 
ASSETS (000 omitted) Ci 
Cash & Marketable Securities 0000000000000... $ 5,052 $16,446 +$ 11,394 Re 
Receivables, Net iia Sas aR RS 14,268 31,387. + 17,119 ir 
hac rescence” 52,930 + 21,855 ¥ 
TOTAL CURRENT ASSETS Scien : 50,395 100,763 + 50,368 N 
DipteireIntly es a cca nee 25,619 45,377 + 19,758 in 
Investments ...... Si See ke a eas 1,121 7022 — ‘419 le 
Other Assets eax 1,483 6,167 + 4,684 © 
TOTAL ASSETS veces $ 78,618 $153,009 +$ 74,391 
LIABILITIES ul 
Notes & Accounts Payable o.00...0....0c. $ 13,193  $ 23,930 +$ 10,737 A 
RI eee sui ncraieiine 5 462 5,587 + 5,125 A 
Tax Reserve ESPEN USING 16,344 + 12,161 Li, 
TOTAL CURRENT LIABILITIES 0.000000... 17,838 45,861 -+- 28,023 Lh 
Reserves rt dee 5 ee 2,440 — 1,449 Re 
Preferred Stock 28307 + 6,160 m 
Common Stock . 28,273 + 11,581 Ce 
Surplus SR 48,128 + 30,076 St 
TOTAL LIABILITIES ............ $153,009 +$ 74,391 Te 
WORKING CAPITAL ..... $ 54,902 +$ 22,34: W 
MR REET ES 2.8 2.2 - c 
THE MAGAZINE OF WALL STREET W 
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= NATIONAL LEAD LT T = LIGGETT & MYERS LM r 
- : aS SPP ea a I T t ; 
_] Adjusted 9 —]~ rs A 7" a AD neo een 
— < Sore age an ™ Class ‘B’ Stock to April, 1947;—-—— ———I 1929 - 1935 = 
}—— —} 1929 — 1935 | C ee eee ee 
High - 7 ° —- Low -— 348 
: Low — 1k — as SG SEESeR cevess Ses eee 
——— ¥ : 
— ri a 
06 
t=] Funded Debt: None = 
ij Shs. $7 Pfd A: 234,293 - $100 par 
+—Shs.' $6 Pfd B: 82,400 - $100 par- 
[——}Shs.° Common: 10,158,375 - $5 par as 
| —-—_Fiscal Year: Dec.* 31- 20) 
-— — tty 
— at == 
Saw ht t t + 
— fr - ti — 4 |p SMe, is Bl t 
tft t————;* Plus 10% Stk Div + 5 }+—— Funded Debt: 5,000,000 + | THOUSANDS OF SHARES 4 50 
CORED - _ 55 Sns. $7 Pfd: 208,741 - $100 So ome { SIC! wee 
== ca RE ae Shs. Common: 3,911,521 - $25 par ——7-7-——_t— Tt 3 eal 
p— THOUSANDS OF SHARES —————}——___} —__} Fiscal Year: ee ee —- « 
= = st = 4 
+—— a _——__—_ $$} ——_+—_—_—_ + —_——+} 
Tr 7 ee 1 ALITY! a 
1oa2 | 1943 | 1944 | 1048 | 1046 | 1947 | 1948 | 1040 | 1980 | 1051 | 1952 1941 | 1942 | 1043 | 1044 | 1948 | 1946 | 1947 | 1948 | 194@ | 1980 | 1981 | 1982 
| .24 | .34 | .60 48 | .82 {1.09 | 1.21 | 1.29 12.41 | 2.05 | Fail’ 5 02 | 4.56 | 4.53 | 4.41 | 4.30] 5.39 | 6.83 | 8.86 | 7.18 | 7.06 | 5.19 | Tm 
.16f_ | .25 | .33g | .33g | .50 668 |* .41§ | .75_ [1.338 | 1.41 ow ly 5.00 | 3.50 | 3.50 | 3.50 | 3.50] 4.00 | 4.50 | 5.00/ 5.00 | 5.00 | 5.00 | on. 
35.8 {45.0 43.3 [50.4 [55.8 | 60.2 | 63.7 | 62.5 |75.0 | 67.5 [mg cp $mil}| 159.4 1165.1 | 168.7 | 163.2 | 208.8 | 286.1 | 289.6 | 294.0 [338.2 | 332.1 | 333.1 |meop sm 
NATIONAL LEAD COMPANY LIGGETT & MYERS TOBACCO COMPANY 
BUSINESS: This is the largest U. S$. manufacturer of such items as painters’ BUSINESS: This is one of the “Big Three” in the cigarette manufacturing in- 
materials, using lead and tin as a base; also titanium pigments; and large dustry, with Chesterfield the important revenue producer. In addition to 
quantities of battery lead, lead pipe, sheets, etc. Chesterfields, the company makes several other leading brands, Piedmont 
: and Fatima among the more important; also some well-known smoking 
OUTLOOK: Sales of basic products broke records in 1951, with sales of brands. 
$342.7 million. However, net income was brought down to $22.9 million, : . : 
compared with $26.4 million in 1950. This amounted to $2.05 a share com- OUTLOOK: Like the other cigarette manufacturers, sales are at a high 
pared with $2.41. (Stock split three-for-one last year.) Reduction in earnings volume but inability to raise prices—due to government controls—has held 
was entirely due to a tax increase of $9 million. This was equivalent to about the profit margin down. Nevertheless, despite this formidable handicap the 
90 cents a share on the new stock. Despite the earnings decline, gross ine company has shown a relatively satisfactory rate of profits. Release of 
vestments in plant, property and equipment rose almost $21 million, prin- controls, or at least Permission to raise prices moderately, would enable 
cipally as a result of increasing capacity of the two titanium plants. National the company to regain the difference between the earnings rate of 1951 
Lead has taken a prominent position in the new titanium field through its nd that of the several years preceding. Last year, profits amounted to 
joint ownership, together with Alleghany Ludlum Steel, of the Titanium $5.19 a share compared with $7.05 a share in 1950, $8.86 a share in 
Metals Corp. of America. This new industry is considered to hold great 1949 and $6.83 a share in 1948. Earnings in these three years are more 
promise. As a step in broadening the company’s operations, it is of decided "early representative of the Desi stan? dase aoc salt sos stachind than are those 
value. It is expected that building operations will hold up better this year reported for 1951. Higher inventories, due to higher tobacco pacers 
with the government taking a more liberal attitude toward building. Normal accounted for a rise in bank loans of from $38.8 million to $85 million. 
paint activities, also, should be stimulated by generally good prospects in _'t is anticipated that these loans will be substantially cut by the end of 
renovation and repair. Operations of the company for the Atomic Energy the second quarter, as normal receipts materialize. Sales were $539 million 
Commission are of potential importance. Further expansionary activities in-  '" 1951 compared with $530 million in 1950, indicating that the company 
clude acquisition in 1951 of the Nickel Processing Corp. in Cuba, and has maintained its competitive position. The principal brands, Chesterfield 
The Chas. Taylor’s Sons Co. which manufactures various high-temperature and Fatima, both showed small gains _ sales. The latter is @ prominent 
refractories for the glass and metallurgical industries. The company has factor se the company’s growth in the king-sized cigarette field, the popu- 
also extended its operations in the extraction of cobalt, copper and nickel larity of this type of cigarette having steadily increased in recent years. 
from its Missouri mines. Financial position is strong with cash and govern- Promotion tuba oi ope essential feature of this industry, are being 
ment securities of $14.4 million, almost equivalent to total current liabilities. intensified through radio and TV. Despite the recent decline in earnings, 
The fundamentally sound position of the company is indicated by the fact the $5 dividend, established for some years, seems reasonably secure 
that it has paid dividends without interruption since 1906. especially when it is realized that the company, like the other cigarette 
manufacturers, is temporarily affected by government controls and that 
DIVIDENDS: On an adjusted basis, dividends of $1.42 a share were paid lifting price control will restore natural earning power. 
: 1951, a rate that seems secure in view of satisfactory earnings and strong DEVIBENDEs The current rote le $4.0 shave, ples $1 exive, melatatned since 
a 1948. Dividends have been paid continuously since 1912. 
MARKET ACTION: Recent price—28 compared with a 1951-52 range of | MARKET ACTION: Recent price—67, compared with a 1951-52 range of 
High—33'2, Low—21%. At current prices, the yield is 5%. High—79, Low 65%. At current prices, the yield is 7%. 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
December 31 December 31 
1942 1951 Change 1942 1951 Change 
ASSETS (000 omitted) ASSETS (000 omitted) 
Cash & Marketable Securities $ 14,493 $ 47,000 +$ 32,507 Cash $ 7,356 $ 11,103 4+$ 3,747 
or Net . 11,913 1,229 + 19,316 Receivables, Net 15,880 19,179 + 3,299 
inventorie ; 25,444 55,40 + 29,961 Inventories 182,012 421,929 + 239,917 
TOTAL CURRENT BSSENS 0... 51,850 133,634 + 81,784 TOTAL CURRENT ASSETS 205,248 452,211 + 246,963 
Net Property . ? 36,095 2,105 + 26,010 Net Property ............ 8 25,070 + 16,210 
Investments 9,380 12,103 + 2,723 Investments 3 584 442 — 2,142 
IRENE. 50sec caccvececactesencssnecececceusentins 20,810 20,732 _- 078 Other Assets 1,354 2,0 717 
Other Assets ..... 1,000 1,741 + 741 TOTAL ASSETS . $218,046 $479,794 +$261,748 
TOTAL ASSETS $119,135 $230,315 +$111,180 
LIABILITIES 
LIABILITIES Notes & Accounts viene $ 19,739 $ 89,622 +$ 69,883 
I IID Soc 5 che secccacencccncascateccesuncsseces $ 3,368 $ 15,401 +$ 12,033 Accruals 79 1,295 + 502 
= ; 272 367 a 095 Accrued Taxes 19,541 28,175 + 8,634 
Tax Res - 12,352 50,283 37,931 TOTAL frend LIABILITIES 40,073 119,092 + 79,019 
TOTAL ‘CURRENT LIABILITIES 15,992 66,051 + 50,059 Other LIABILITIES 383 -- 383 
es 11,997 25,995 + 13,998 Long Term Debt 21,962 115,000 + 93,038 
ETL ON a OR TO aT 34,695 lS Preferred Stock 20,874 20,874 
Common Stock ... Se auae 30,983 43.297 + 12.314 Common Stock Nisasee 78,423 97,788 + 19,365 
NIN aces ccs cc0-esee'cdeven <eckescsescavesnccses ; 25,468 60,277 + 34,809 Surplus peters = 56,331 127,040 + 70,709 
TOTAL LIABILITIES $230,315 +$111,180 TOTAL LIABILITIES .... .... $218,046 $479,794 +$261.748 
WORKING CAPITAL $ 67,583 +$ 31,725 WORKING CAPITAL . $165,175 $333,119 +$167,944 
IIT A REUIT o ccs scicosi sacupseeaddatsastonseseenvoaseasie 0 —- 412 CURRENT RATIO oa her adekeeeeontiaee daca tied 5.1 3.8 — 413 
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x . 1942 1943 1949 1950 1es51 1982 1941 1942 1943 1944 19485 1946 1947 19486 1949 1960 1057 §=10u 
4.77 | 3.84 3.89 3,56 5.05 5.31 1 : fon] 1.70 | 1.27 | ae 51_ 11,52 | 3,53 | 1.92 | 3.11 | 3.65 | 4.22 4.64 3.91 | 
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NORFOLK & WESTERN RAILWAY COMPANY 


BUSINESS: This road is one of the leading soft coal carriers, operating in 
western Virginia, southern West Virginia and eastern Kentucky. This is one 
of the most important regions for low-volatile type coal. Company’s low 
operating ratio and small debt ratio provide the basis for solid earning 
power. 


OUTLOOK: Revenue shipments of coal in 1951 were 47.3 million tons, com- 
pared with 41.3 million tons in 1950. The increase in haulings has been 
stimulated by the sharp increase in export demand. While the basis of 
operations continues to be soft coal, freight traffic other than coal has also 
been increasing, with almost 20 million tons carried against less than 10 
million before the war. Though, in common with the other carriers, costs 
and taxes increased, net income rose to $5.07 a share, compared with 
$4.80 a share in 1950 and $3.20 a share in 1949. This was a satisfactory 
record, considering that taxes alone amounted to $8.78 a share. Although 
the company’s debt ratio is already low, funded debt was reduced in 1951 
by $2 million, bringing total funded debt down to $41.8 million, including 
City of Norfolk obligations. Without these, fixed debt is only 18% of the 
total capitalization. This low debt ratio enabled the company to earn fixed 
charges 19 times in 1951, and an average of 15 times for the past 10 
years. Important additions and betterments have been made in recent years, 
enabling the road to maintain its plant at a high level of operating effi- 
ciency. Last year, it received rate increases amounting to 5.4% on coal and 
7.5% on the other freight traffic. Recently, the 1.C.C. has granted the 
remainder of the full 15% increase requested by the roads. This should 
produce additional revenue considerably above the $5.3 million brought in 
last year by the higher rates then granted. In 1947 and 1948, Norfolk and 
Western earned $6.12 a share and $6.75 a share respectively. Based on 
continued high tonnage and the increased freight rates granted, it is likely 
that such levels may be approximated during the present year. 


DIVIDENDS: The current regular rate is $3 a share, supplemented last year 
by a 50-cent extra. At least this rate should be paid in 1952. Dividends 
have been paid since 1901. 

MARKET ACTION: Recent price—48, compared with a 1951-52 range of 
High—52%2, Low—44. At current prices, the yield is in excess of 7%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 57,357 $ 56,716 --$ 641 
Receivables, Net 11,940 18,804 + 6,864 
Materials and Supplies ...... : 9,670 21,319 + 11,649 
TOTAL CURRENT ASSETS 78,967 96,839 -+- 17,872 
Investment in Road & Equip. ..... 530,382 633,713 +- 103,331 
Accrued Deprec. & Amort. (CR) 169,776 + 169,776 
Other Investments 18,854 45,467 -+- 26,613 
Other Assets ; : 11,796 5,792 — 6,004 
TOTAL ASSETS . $639,999 $612,034 —$ 27,965 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 48,830 $ 61,049 +$ 12,219 
Other Liabilities 3,684 2,340 j 
Accrued Deprec. & Amort. 95,987 — 95,987 
Other Reserves 4,846 546 - 4,300 
Long Term Debt 51,365 41,882 — 9,483 
Preferred Stock 22,449 21,990 _ 459 
Common Stock , 140,648 140,648 
Surplus 272,190 343,579 + 71,389 
TOTAL LIABILITIES eee .. $639,999 $612,034 —$ 27,965 
WORKING CAPITAL ‘ ... $ 30,137 $ 35,790 +$ 5,653 
CURRENT RATIO ue 1.6 i | 
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PITTSBURGH PLATE GLASS COMPANY 


BUSINESS: One of the two largest U. S. manufacturers of plate glass, also 
window and structural glass. Extensive interests in miscellaneous chemicals 
such as soda ash and caustic soda. 


OUTLOOK: While expansion and improvement in the plate glass division 
is proceding, the most interesting feature of the company’s current activities 
is the major development in manufacturing large-size safety glass, and 
contour glass for the automobile industry. This is considered, potentially, 
an important factor in future profits. The company has also entered the 
fibre-glass business and developments in the chemical division indicate that 
the base for a substantial increase in production has been laid. This strong 
company, with a long record of solidly-entrenched earnings, attained the 
highest production capacity in its history and net sales in 1951 were at a 
peak of $404 million, compared with $337 million in 1950. A rise of $43 
million in costs and $28 million in taxes, including a rise of $8 million in 
excess profits tax, produced a decline in net earnings from $41.9 million 
to $31 million. This was equal to $3.44 a share, compared with $4.64 a 
share in 1950. As with other companies, the excess profits tax is burden- 
some and until this tax is reduced earnings will probably be held to about 
current figures, despite the continued rise in sales. However, the funda- 
mental position of the company warrants the belief that in the long run 
it will maintain a high average of earnings. Its growth possibilities consist 
mainly in its chemical and curved glass business, the latter having a wide 
market potential in the automobile industry. The paint and brush business, 
of course, is standard and will continue to occupy an important part in 
the company’s affairs. Financial position is strong, but with the company 
embarked on a major program of capital expenditures, amounting to $57 
million in addition to the necessity of carrying large inventories and mak- 
ing unusually large allowances for depreciation, a conservative dividend 
policy is followed. This is likely to be continued. 


DIVIDENDS: The regular rate is 35 cents quarterly; with a 95-cent year- 
end, total payments last year were $2 a share. Continuance of this rate 
is expected. Dividends have been paid since 1906. 


MARKET ACTION: Recent price—44, compared with a 1951-52 range of 
High—54'4, Low—37%. At current prices, the yield is 4.5%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities . . § 24,980 $ 78,307 -+$ 53,327 
Receivables, Net . : i ; 8,396 31,682 + 23,286 
Inventories ; eos 25,650 81,009 + 55,359 
TOTAL CURRENT ASSETS .... 59,026 190,998 + 131,972 
Net Property ......... cao snoe 64,040 160,198 + 96,158 
Investments 000... ; 12,192 15,971 + 3,779 
Other Assets ‘ 1,288 12,466 + 11,178 
TOTAL ASSETS $136,546 $379,633 + $243,087 
LIABILITIES 
Notes & Accounts meen $ 2,749 $ 13,909 +$ 11,160 
Accruals 1,274 15,769 -{- 14, 495 
Accrued Taxes 10,303 74,626 + 64,323 
TOTAL CURRENT LIABILITIES 14,326 104,304 4. 89,978 
Non-current Liabilities 267 29,315 + 29,048 
Reserves ‘ 8,913 31,933 + 23,020 
Capital Stock ............. ty score «= 008 90,302 + 35,084 
Surplus 57,822 123,779 + 65,957 
TOTAL LIABILITIES z ae $136,546 $379,633 +-$243,087 
WORKING CAPITAL : $ 44,700 $ 86,694 +$ 41,994 
CURRENT RATIO ......... 4.1 1.8 a 
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Sears, Roebuck vs. 
Montgomery Ward 
in postwar years of 
adjustment. 


a a 
wie 


; Roebuck and Montgomery Ward, both 
of which are in the same type of retail business, 
nevertheless vary widely as to policies, methods of 
doing business and financial characteristics. Essen- 
tially the difference consists of the method of utiliz- 
ing financial resources. Sears, Roebuck prefers to 
expand, developing rapidly in the newer suburban 
districts which have sprung up all over America, and 
even spilling out into Latin America where it is 
steadily increasing its stores on a large scale. Mont- 
gomery Ward has preferred to husband cash and to 
increase the efficiency of existing stores. 

Obviously Sears, Roebuck has gained in dynamism 
whereas Montgomery Ward is relatively more static 
in its concept of the way of doing business. In recent 
years investors have shown that they afford Sears a 
higher stock market premium than Montgomery 
Ward, presumably attaching a greater value to 
growth characteristics than to excessive balance 
sheet strength. 

The experience of the two companies in readjusting 
from war to peace is spread on their records for the 
last six years of sales, earnings, dividends, working 
capital and other financial data. Relevant informa- 
tion for current comparison appears in the accom- 
panying table. The two charts of price fluctuations 
compare the public’s appraisal of market prospects 
over recent years. 

Effects on sales of contrasting expansion policies 
since the war are apparent. Sears’ sales for its fiscal 
vear ended January 31, 1947, were $1612.6 million, 
and Ward’s were $974.2 million. For the fiscal year 
ended January 31, 1952, comparable net sales were 
$2657.4 million and $1106.1 million. Spread between 
the two companies, 66% in Sears’ favor in the first 
full postwar year, has widened to 140%. 


MAY 3, 1952 


Comparative Analyses of The 


p= Two Great Mail Order Companies 


By H. F. TRAVIS 


Total earnings started the postwar period with a 
greater disparity — Sears’ double Ward’s — and have 
not diverged from that relationship too greatly. In 
1946 they were $107.7 million (Sears) and $52.3 mil- 
lion (Ward). For the latest year the figures were 
$111,894,654 for Sears and $54,342,330 for Ward. 
In 1950 the comparisons were $143.6 million and 
$74.1 million. 

Ward, with slightly more than one-fourth the num- 
ber of common shares of Sears, sold for more than 
twice as much per share at the 1946 peaks, but the 
gap has steadily narrowed since that time as the 
investor assayed the courses of the two enterprises. 
Recently the gap was barely above $7 a share, despite 
the higher per share earning power of Ward’s. This 
is how earning power has compared postwar: 
Year ending 

January 31 
1947 
1948 
1949 
1950 
1951 
1952 
Six-vear average 


Ward 
7.83 
8.86 

10.28 
“AS 

11.19 
8.14 
8.90 


Sears 
4.24 
4.56 
5.80 
4.58 
6.08 
4.138 
5.00 


Ward's Earnings Sell More Cheaply 


Obviously, with price per share narrowing while 
earnings maintain their established ratio, Ward’s 
earning power is being progressively appraised at a 
more modest figure than is Sears’. This is a field in 
which past comparisons lose much of their value, 
because a result—earnings—is compared to the range 
of hopes and fears—stock prices. Just recently, how- 
ever, with the results of the latest fiscal year fresh 
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Comparative Statistical Summary 








Montgomery Sears 
Ward Roebuck 

CAPITALIZATION: as of reves 1/39/82 1/31/52 
Class “A” Stock (number of shares)... es UE son 
Common Stock (number of shares............ 6,502,378 23,646,513 
Long Term Debt (000 omitted).............. : $ 200,000 
Number of Retail Stores (1951)............ 605 6742 
Number of Mail Order Plants (1951). 9 11 
Number of Order Offices (1951).............. 242 479 
INCOME ACCOUNT: For Year Ended...... 1/31/52 1/31/52 
Net Sales (000 omitted).............. Pesce $1,106,157 $2,657,408 
Net Sales Per Share javess pe STON $ 112.38 
Operating Earnings (000 omitted)... Aeon $ 112,427 $ 267,827 
Operating Margin ‘ scesahie’ 10.1% 10.0% 
Net Income (000 omitted)... . § 54,342 $ 111,894 
Net Profit Margin ......... 4.1% 4.2% 
10 Yr. Avg. Earnings Per Share (1942- 51) $ 6.71 $ +368 
BALANCE SHEET ITEMS (000 omtd.):asof 1/31/52 1/31/52 
Cash & Marketable Securities .................. $ 245,653 $ 233,224 
Cash Assets as % of Current Assets.......... 38.2% 23.5% 
IEE PEAR AA ETE $ 243,916 $ 440,638 
Inventories as % of Current Assets.......... 38.0% 44.5% 
Total Current Assets ...... COE re eee. $ 642,875 $ 990,551 
Total Current Liabilities . S 121581 $ 323,348 
Current Ratio ...... ; sb 5.3 3.1 
Total Assets ............... oe . $ 696,645 $1,263,557 
Book Value Per Share $ 85.34 $ 31.30 
Net Current Assets Per Share! $ TILT $ 1975 { 
Recent Price of Common ; 60 52% 
Dividend Yield (On 1951 Dividend) 6.6% 5.2% 
Price—Earnings Ratio (To 1951 Net) be] 11.1 





1_After deducting prior obligations. 
2_Excluding foreign stores. 























in everyone’s mind, Sears at 5234, sold for 11.2 times 
earnings, and Ward at 60 for 7.4 times earnings. 


Greater Appreciation Expected 


This higher regard for a Sears-earned dollar can 
only stem from prospects of greater appreciation in 
stock value over a period of time or the expectation 
of a more generous division of earnings among the 
stockholders. Past performance of the rival com- 
panies bears out the latter hope. Dividends postwar 
have been distributed in this manner: 


Calendar Year Sears Ward 
1946 1.75 3.00 
1947 1.7 3.00 
1948 2.25 3.00 
1949 2.25 3.00 
1950 2.7 4.00 
1951 2.75 3.00 


In percentage of net earnings disbursed in divi- 
dends, the swings become wider because of the 
nearly stationary Ward outlay, but Sears always 
disburses a great percentage. (In the table, the cal- 
endar year represents the earnings results for the 
fiscal year centaining one month of the year follow- 
ing.) 


Calendar Year Sears Ward 
1946 41% 38% 
1947 38 34 
1948 39 29 
1949 49 42 
1950 45 36 
1951 58 87 


Looking only at the balance sheets of the two com- 
panies, one can see an advantage for Ward. Con- 
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servation of earnings has enlarged book values to 
well above the selling price, whereas the reverse is 
true for Sears. Off their latest annual reports, book 
value of each Sears common share was $31.30, and 
of each Ward share was $85.34. Good will, going 
concern value and similar intangibles were thus 
priced in the market at plus $21.45, or a 68 % 
premium, for Sears, and minus $25. 34, or a 30% 
discount, for Ward. 


Operating Margins About Equal 


Sales policies do not show a great difference in 
operating results for the two companies, in sharp 
contrast to their effect on asset growth. Operating 
margin for Sears was 10.0% in 1951 and 11.3% 
in 1950. For Ward the like margins were 10.1% and 
11.5%. Margins of net came together in the last 
year; Sears showed 4.2% of sales and Ward 4.1% 
A year earlier Sears had netted 5.6% on sales and 
Ward 6.3%. 

These comparisons appear to be the natural con- 
sequence of greater inventory turnover. Sears’ sales 
last year were six times its year-end inventory, 
Ward’s 4.5 times. To move inventory in times of fall- 
ing prices, margins must be sacrificed. In this con- 
nection, it might be noted that Sears paid $20.4 
million in excess profits tax last year, and $23.5 
million the previous year. Ward’s corresponding 
payments were $2.3 million and $7.4 million. This 
would suggest that Sears will have the income tax 
collector as a senior partner in further markdowns 
to a greater extent than will Ward, in any general 
fall of the department store price index. 

The greater merchandising efficiency displayed 
in higher inventory turnover reflects itself in a 
higher return on invested capital. Sears since the 
war has shown a return of nearly 18% on invested 
capital, Ward less than 12%. The difference can in 
large part be attributed to Sears’ enlargement and 
modernization of its selling organization. Since the 
war’s end, of the “A” stores which are Sears’ largest, 
29 have been enlarged in their former locations, 12 
have been enlarged and relocated, three have been 
added in communities in which “A” stores already 
existed, and two communities which didn’t have them 
before have them now. This makes a total of 46 en- 
largements and additions of “A” stores in the United 
States. Corresponding totals for smaller stores were 
99 enlarged without relocation, 72 enlarged and 
relocated, two added in communities where Sears 
already had stores, and 72 built in communities not 
hitherto served. 

Actual construction of new stores postwar has 
amounted to 79 in the United States and thirteen, 
four of them the large “A” units, in South America. 
Total investment in the foreign stores at $24.3 mil- 
lion, represented 3.29% of Sears net worth at the 
end of the fiscal year, and a note in the annual report 
states that assets of the foreign corporations were 
valued at $30.4 million. Further expansion in Brazil, 
the report noted, was stymied because of recent 
restrictions on imports and curbs on remitting cash 
to this country. 

Sears’ expansion has proceeded steadily since the 
war. Expenditures for property, fixture and equip- 
ment additions in the most recent fiscal year were 
$44.7 million, of which $37.8 million went into the 
retail system and the balance for mail order and 
factory facilities. The $65.5 million spent for these 
items in 1947 was the largest year’s expansion in 
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physical terms. This year is ex- 
pected to see 22 more stores 
added. 

To finance its expansion pro- 
gram, Sears last year borrowed 
$200 million. Previously it had 
no long-term debt. Right after the 
war Sears sold $12.1 million 
worth of store properties to its 
employe retirement fund, and 
leased them back. Montgomery 
Ward has no funded debt. There 
are 201,554 shares of Class A 
stock, non-callable and entitled to 
$7 a year in dividends, ahead of 
the common. Sears has only the 
one class of stock. 


Funded Debt: 


Farm Sales Less Vital 


Time was when a discussion of 
the great mail order houses would 
have had to do largely with farm 
income, freight or parcel post 
rates, and the like. Mail order 
sales are still a third of Mont- 
gomery Ward’s sales, and a fourth 
or more of Sears. Locations of 
both companies’ stores are still chosen with the con- 
venience of the farmer coming to town in mind, and 
managements of both rely heavily on the good- 
will of urbanized rural families. Opportunity for 
cultivating the farm market competitively, how- 
ever, is scant. The catalogs of Sears and Ward offer 


1942 1943 


_1.45 


1 


‘about the same merchandise at about the same prices. 


In contrast to Sears’ expansionary policies post- 
war, Ward has chosen to rely upon the adage that 
everything that goes up must come down, and make 
its plans for future growth contingent upon the 
return of commodity and real estate prices to some- 
where their 1939 levels. 

Meanwhile, operations have been concentrated in 
the more profitable stores, with better traffic and 
inventory control relied upon to 
keep volume from falling with the 
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ROEBUCK & CO. 


None ——- 


Shs Cap Stk: 23,646,513 - no _ 
: AGES 


THOUSANDS OF SHARBS ~}——— 


1948 1980 


-80 


1949 
4.58 


1947 
4.56 


295.0 | 330.7 7 wg 


In terms of physical volume, applying the total- 
store LIFO index of the Bureau of Labor Statistics 
as of January, 1947, and January, 1952, Sears’ sales 
appear to have been 46‘ higher in the latter year, 
and Ward’s a little more than half of one per cent. 

From the market viewpoint, Sears has obviously 
had greater attraction for investors in recent years 
than Montgomery Ward. It would seem logical to 
expect a continuation of this attitude unless there is 
a radical shift in the latter’s policies, or unless the 
economic landscape should change so remarkably, 
at this distance from the end of World War II, that 
the preference for building assets over building sales 
volume should at least appear to be the wiser course. 
Sears vields 5.27 and Montgomery Ward, 4.7‘. 
















































































) 3s MONTGOMERY WARD i , 
closing of some outlets. Sears con- | Eee Sones Sana? {Price Range — 
tinues to make much of its mer- _|— t | 1929 — 1935 —}iog 
chandise in owned or controlled f wail Order & Chain——4 } pl — 
establishments. Ward’s paint, 1 Stores ; ‘ 
farm implement and_ fencing t Sea 2 | a ac 1 Te 
plants account for no more than | t | f 
2° of its sales, and present policy see Ne REECE = 2 ea + | 80 
is understood to be to make no } | 
investments in manufacture. f— 4 ' = —— ss t————}479 

Sears’ and Ward’s physical { { [ | | 
plants have changed postwar in ah I lk h le 
the following manner: r = NU A = hit, : inl a 5 bees: 

January 31, 1947 will "| I, I ih itt: | | | 

£ : Sears Ward ee ae a | Se i ——- 
Number of Stores 610 632 t t i | ih t | | i t I | | | 
Number of —— =laee # cs A none, | 19 

> 7eac Q6 . sea) t } | Shs Cl A: 201,554 - no par } } 

F Order Offic es 321 216 itr ii | t {Shs. Common: 6,502,378 - no par | 
Number of Mail | 4 t | {Fiscal Year: Jan. 31} ~~} 9 

Order Plants 10 5 F ! it ——p 1 t | 

‘ = 4 4 } } } 
January 31, 1952 - THOUSANDS OF SHARES -} t | a ee I 0 

q : Sears Ward + + f | t t 
Number of Stores 675 605 | { | | { 
Number of Tucuiltt PT | TTT PT Tol Maas inchtsfaioat tt Mittoniaan taal saad sentis (platen anabtalicsall so oceaf teats stnngd as 100 

; > 1941 1942 1943 1944 1945 1946 1947 1948 1949 | 1950 1951 | 1952 

_ Order Offices 479 242 4.01 | 3,65 | 3.69 | 3.81 | 4.13 | 6.29 |8.86 | 10.28 | 7.13 [11.19 | 8.14 | pan 
Number of Mail 2.00 | 2.00 | 2.00 | 2.00 | 2.00 | 2.00 |3.00 | 3.00 | 3.00 | 3.00 | 4.00 | on 

Order Plants 11 9 178.8 | 200.3 | 212.01 222.0 | 240.6 | 333.1 | 366.6 | 412.9 | 456.4 | 504.2 | 521.2 |mgcp sui] 
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By ROGER CARLESON 


a miracles lose their potency when repeated 
too often, and just now the pharmaceutical industry, 
sponsor of so many postwar wonders in the field of 
healing, is feeling a little run down. Its ailments can 
be diagnosed as temporary and not too serious, how- 
ever, and the outlook is for many more years of 
robust health. 

The trouble seems to be that while the wonder 
drugs of the last few years had lain for centuries 
undiscovered, once they came into production they 
proved amazingly easy to make. Once rare and 
precious penicillin has just been reduced in whole- 
sale price from 4 cents per 100,000 units to 214 
cents. While raw material costs had likewise been 
trending downward a little, such a sharp reduction 
has cut profits considerably. 

Promotion efforts have been intensified in a cam- 
paign to enlarge the foreign markets for which sup- 
plies have now become adequate, but success in that 
direction has not obviated what trade observers call 
an excess of capacity at home. Best evidence that 
this is true is the lessening of major manufacturers’ 
interest in speeding construction products. Aggres- 
sive expansion programs were undertaken as soon 
as Korean hostilities began, to make sure that a 
spread of that conflict would not find supplies of 
antibiotics insufficient. With that source of demand 
happily out of the picture, a review of building pro- 
grams has become the wiser course. 

Companies’ individual programs, of course, are in 
various stages of completion. Parke, Davis & Co. 
has just completed a large factory in Holland, Mich., 
to produce chloromycetin synthetically for the first 
time. Eli Lilly & Co., which just bought a tract out- 
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side Lafayette, Ind., on which to build a plant to 
manufacture antibiotics, has withheld announce- 
ment of definite plans for the added facility. What- 
ever the future course of the manufacturers, it is 
apparent that the wide margins of profit on anti- 
biotics, which have brought the pharmaceutical 
companies handsome returns, are being narrowed 
significantly. 

High taxes will also continue to hold down earn- 
ings this year. Most major pharmaceutical com- 
panies are well up in the excess profits tax bracket. 
While this means that any decline in earnings will 
be cushioned to the extent of 82% —for varying 
shares of pre-tax net — by lessened taxes, any lower- 
ing of net in the glamorous drug field will disappoint 
stockholders. Moreover, the tax collector is likewise 
an 82% senior partner in any added earnings, and 
this may deter expansion to which the companies 
are not already committed. For the short term, then, 
the pharmaceutical picture contains the dark tones 
of lower sales, smaller margins of profit, and the 
increased operating costs which plague all industry. 


Research a Basic Factor 


For its longer-term growth, the pharmaceutical 
industry is depending on the arm which has done 
so well by it since the war—research. Laboratories 
of the manufacturers are busier than ever. New 
products are constantly being tested preparatory to 
their introduction to the public, and these new lines 
will undoubtedly counteract to some extent lower 
sales of the older specialties. It takes some time for 
this process to work; new products usually require 
a period of vigorous sales effort before they move off 
shelves of their own momentum, and begin to offset 
the increased expense of their promotion. 
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Agriculture is a promising field for this opening 
of new markets for the antibiotics, and demand for 
these products as additives to animal feeds may 
offset lagging sales to human beings. Government 
experts are enthusiastic over this possibility, and 
preliminary experiments have shown extremely 
profitable results. 


Important New Products 


Streptomycin has been used to combat blight on 
bean plants; Chas. Pfizer & Co. has extended the use 
of its Terralac, a synthetic milk reinforced with 
antibiotics, from pigs to lambs and calves. Other 
Pfizer antibiotics are mixed in animal feeds, as are 
vitamins supplied by Commercial Solvents and other 

iakers. Norwich Pharmacal has perfected furacin, 
a drug which is administered in feed to poultry to 
combat a major disease. Even the bee, a minor farm 
ecrner, benefits from Upjohn Co’s. fumagillin, which 
fights off a common disease of the hive. 

This turn to the farm does not mean the human 
patient is being neglected. Researchers have entirely 
new drugs for introduction to the public, many of 
them clinically tested and some having moved from 
the clinical level into broader public tests. While 
some of these products—like the anti-histamines— 
may move into public prominence swiftly and then 
fade just as fast, such drugs as aureomycin, chloro- 
mycetin and terramycin, among others, show how 
spectacularly a product that fills a real need can 
contribute to its sponsor’s profits. These specialties 
were discovered and perfected by American Cyani- 
mid, Parke, Davis, and Chas. Pfizer, respectively. 

American Cyanamid’s Lederle Laboratories divi- 
sion has developed another drug of promise in the 
treatment of polionyelitis. Research workers from 
Johns Hopkins and Yale universities have obtained 
evidence that the paralytic form of polio might be 
warded off by immunization. Studies are being con- 
ducted to determine whether existing vaccines and 


immunization techniques offer the hope of protecting 
children from the crippling stage of infantile paraly- 
sis. Company researchers are reported as optimistic 
over potentialities in this discovery. 

Another important discovery practically ready for 
retail distribution is known as hexamethonium chlo- 
ride. It is to be given the trade name of Methium. 
Clinical tests are said to offer encouragement as a 
successful treatment for heart disease. Scientists of 
Chilcott Laboratories of Morris Plains, N. J., are 
given credit for development of the drug and for 
successfully preparing it in tablet form. This con- 
cern is a unit of Warner-Hudnut, Inc. 

While success in discovery and development of 
acceptable items is important in maintaining a com- 
pany’s competitive position, information on this 
phase of operations is not so readily available as are 
financial statistics by which management’s record 
may be appraised. Latest available data on earnings, 
dividends and other financial measurements of prin- 
cipal publicly owned drug companies may be found 
in the accompanying table. 


Influence of Population Growth 


A study of figures for recent years indicates how 
well companies which had the good fortune to bring 
out successful wonder drugs were able to boost their 
sales and earnings. Progress in this direction found 
adequate reflection in sharp price improvement of 
stocks. 

Longer-term fundamental aspects favorable to the 
drug industry include the rapid growth in popula- 
tion averaging about 3 million persons annually and 
the modern tendency to make widespread use of hos- 
pitalization programs. Although socialized medicine 
as espoused in Great Britain has encountered strong 
resistance in this country, there is little doubt but 
that public participation in hospitalization plans 
still is growing. Many such group programs are fi- 
nanced by employers under agreements with unions. 





















































Comparative Earnings & Dividend Record of Leading Drug Companies 
———Net Per Share Dividends Per Share ——-—— 

Recent 1951-52 
1951 1950 1949 1951 1950 1949 Price Yield} Price Range 
Abbott Laboratories $2.76 $2.91 $2.68 $1.95 $1.85 $1.80 56% 3.4% 6412-417% 
American Home Products 2.99 3.06 2.77 2.00 2.00 1.70 36% 5.4 39-29% 

Bristol Myers 3.65 3.01 1.78 1.75 1.60 1.60 31% 5.5 402-30 
Lambert Co. 2.45 2.94 2.29 1.87% 1.50 1.50 21% 8.6 28 -21% 
Lehn & Fink 2.66 1.26 1.11 1.15 .62'2 37 16 yp 1738-1134 
McKesson & Robbins 4.64 4.14 4.45 2.471! 2.65 2.65 42% 5.8 46-3418 
Mead Johnson & Co. LAL t.23 1.08 .80 1.00 .80 13% 59 18 -12% 

Merck & Co. 1.62 1.49 93 Bs .66 .60 29" 2.6 394-20 
Norwich Pharmacal Co. 1.31 1.64 1.59 1.00 1.05 .90 22's 4.5 27 e-15'2 
Parke, Davis & Co. 3.89 3.65 2.54 1.90 hee 1.40 55 3.4 63-4034 
Pfizer (Chas.) & Co. 2.42 2.20 we 98 91 1 37 2.6 4658-273 
Rexall Drug .. Br. |. 58 (d) .36 10 5% LPs 854- 558 

Sharp & Dohme 3.65 4.28 3.96 1.80 1.70 1.20 42 4.3 4934-37 
Squibb (E. R.) & Sons 2.30 2.23 1.97 95 772 622 24% 3.8 30-18" 
Sterling Drug 2.91 3.41 3.29 2.25 2.50 2.25 39" 5.6 474-3618 
Vick Chemical 2.88 3.00 2.7? 1.20 1.20 1.20 23% 5.0 28%8-23"% 
Warner-Hudnut 2.67 3.11 87" 16% ey 207%-16'2 
Zonite Products 2 a Be .42 .20 25 Py 5% 3.9 5%- 438 

+—Based on 1951 dividend. (d)—Deficit. 1_Plus stock. 
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Comprehensive Statistics Analyzing 








American 

Figures ore in million dollars, except where Abbott Home Bristol Lehn McKesson Merck 

otherwise stated Laboratories Products Myers & Fink & Robbins & Co. 
CAPITALIZATION 
Long Term Debt, Stated Value................... SE eo $12.4 $9.7 $1.6 $21.5 $.8 
Preferred Stocks, Stated Value stayed $10.6 ee meer, - Oe oe $36.4 
No. of Common Shares Outstanding (000 omitted) 3,739 3,871 1,381 396 1,844 7,335 
Se NN ooo oo cer cence, souz bunconcarncsdeces sects $36.0 $16.7 $19.8 $3.6 $54.7 $38.4 
INCOME ACCOUNT: for Fiscal Year Ended 12/31/51 12/31/51 12/31/51 6/30/51- 6/30/51" 12/31/51 
Net Sales Rhee epee $84.3 $192.3 $61.6 $18.2 $433.0 $120.2 
Depreciation, Amortization, etc. $1.3 $1.8 $1.3 $.1 $.7 $3.1 
income Taxes Ee $9.8 $14.5 $7.7 $1.1 $10.8 $24.7 
Net Available for Interest $26.2 $13.3 $2.2 $20.6 
interest ee $.4 $.3 $.06 $.6 ses 
Preferred Dividend Requirements $.4 $.2 ; $.6 
Balance for Common $10.3 $11.5 $5.0 $1.0 $8.7 $11.9 
Operating Margin 26.2% 13.2% 20.8% 11.0% 4.6% 28.6% 
Net Profit Margin : 12.2% 6.0% 8.5% 5.7% 2.0% 10.4% 
Percent Earned on Invested Capital... 15.3% 17.2% 16.6% 15.5% 11.6% 13.8% 
Current Price of Common $56.00 $36.00 $32.00 $16.00 $42.00 $29.00 
Price Earnings Ratio 20.3 12.0 8.7 6.0 9.2 17.9 
BALANCE SHEET: Fiscal Year Ended 12/31/51 12/31/51 12/31/51 6/30/51 6/30/51 12/31/51 
Cash and Marketable Securities $26.4 $22.3 $10.9 $1.9 $13.7 $30.8 
Inventories, Net $27.9 $39.3 $11.3 $4.9 $87.3 $30.7 
Receivables, Net $14.1 $18.1 $5.9 $1.1 $32.1 $10.3 
Current Assets $68.5 $80.2 $28.2 $8.2 $133.2 $71.9 
Current Liabilities $25.1 $27.6 $9.7 $2.5 $52.8 $35.3 
Net Current Assets $43.4 $52.6 $18.5 $5.7 $80.4 $36.6 
Fixed Assets, Net $21.4 $26.0 $18.4 $1.8 $12.2 $51.9 
Total Assets $95.1 $112.2 $50.3 $11.0 $149.2 $128.4 
Book Value Per Share $15.85 $17.05 $18.19 $17.01 $40.56 $7.61 
Net Current Assets Per Share! $8.74 $10.26 $11.08 $10.28 $31.92 
Cash Assets Per Share $7.06 $5.75 $7.82 $4.79 $7.42 $4.20 
Current Ratio 2.7 2.9 2.9 3.2 2.5 2.0 
Inventories as Percent of Sales 33.1% 20.4% 18.3% 27.1% 20.1% 25.5% 
Inventories as Percent of Current Assets 40.8% 49.0% 40.0% 60.3% 65.6% 42.7% 
Total Surplus $31.8 $62.9 $21.6 $4.7 $41.6 $52.5 





1_After deducting prior obligations. 








One of the results of the spread of hospitalization 
has been a step-up in consumption of newly devel- 
oped (and expensive) drugs. Many participants in 
hospital insurance plans are prone to enter hos- 
pitals more frequently then otherwise when part of 
the cost is paid by managers of the plan. Moreover, 
this tendency to turn more frequently to physicians 
is repeated in greater home consumption of drugs. 
Aggressive advertising of remedies approved by 
federal authorities has spurred demand for newly 
developed items like antihistamines, ammoniated 
tooth pastes, products containing chlorophyll as well 
as penicillin, vitamins and similar lines. 

The high rate of births experienced in recent 
years has proved another source of good business 
for drug and baby food manufacturers. So long as 
national income remains at current favorable levels 
this tendency may be expected to continue. Modern 
mothers have been educated to depend to a greater 
extent on formulas and physicians’ prescriptions in 
caring for their children than was the case a genera- 
tion or more ago. 

In viewing prospects for drug manufacturers, 
therefore, one should not overlook importance of 
social progress in caring for children and for elderly 
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persons who customarily require considerable medi- 
cal attention. Per capita consumption of drugs still 
is on the rise, and the fact that new products afford 
wide profit margins in their early years is impor- 
tant from the standpoint of manufacturers. 

Another reason for adopting a long-range optimis- 
tic viewpoint toward the drug industry is the pros- 
pect for eventual elimination of excess profits taxes. 
Upon expiration of EPT a little more than a year 
hence—at the end of June, 1953—drug manufacturers 
should be major beneficiaries. It would not be sur- 
prising if many companies could boost net profit 
after taxes as much as 20 to 25 per cent upon ex- 
piration of EPT provisions. 


Position of Leading Companies 


In the light of these conflicting forces—temporarily 
depressing and more reassuring for the longer term 
—it may be appropriate to examine in details some 
of the leading representatives of the industry. 

Abbott Laboratories produces a wide range of 
products, including antibiotics as well as specialties, 
and a considerable portion of output goes into the 
more profitable overseas markets. High tax rates 
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Position of Individual Drug Companies 








Norwich Parke, pea Rexall Sharp Squibb Sterling Vick Zonite 
Pharmacal Davis & Co. Drug & Dohme & Sons Drug Chemical Products © 
S19 " 2s marie $27.6 $.1 $2.3 $13.5 
$.6 x Mie 0 me ee, ) > | a as $21.9 $11.4 : 
855 4,894 4,884 3,480 1,079 3,827 3,831 1,394 825 
$4.7 $74.1 $24.1 $36.3 $14.9 $26.1 $44.3 $3.5 $.8 
12/31/51 12/31/51 12/31/51 12/31/51 12/31/51 6/30/512 12/31/51 6/30/512 12/31/51 
$15.1 $138.1 $100.2 $164.2 $45.6 $100.0 $153.2 $51.0 $4.1 
$.2 $1.3 $3.1 $2.0 $.7 $1.6 $2.2 $.6 $.04 
$1.5 $28.8 $28.0 $2.0 $3.4 $10.5 $15.2 $4.9 $.1 
OS ee $4.7 $8.1 $20.8 $27.9 
$05 2 ow. $.9 $.2 $.9 
$.05 reir $.4 ee oe $.8 $.4 
$1.1 $19.0 $11.8 $1.9 $4.5 $8.8 $11.1 $4.0 $.2 
19.7% 34.1% 40.2% 2.9% 14.2% 18.8% 17.5% 18.1% 7.8% 
7.6% 13.8% 12.7% 1.1% 9.9% 9.7% 7.5% 7.8% 5.8% 
14.2% 25.7% 14.9% 4.7% 14.1% 12.3% 15.1% 16.2% 7.3% 
$22.00 $55.00 $37.00 $5.00 $43.00 $24.00 $39.00 $23.00 $5.00 
17.0 14.1 15.3 9.1 11.7 10.4 13.4 8.0 17.3 
12/31/51 12/31/51 12/31/51 12/31/51 12/31/51 6/30/51 12/31/51 6/30/51 12/31/51 
$1.6 $31.2 $40.3 $13.4 $3.5 $25.8 $11.8 $6.2 $.9 
$2.7 $36.3 $31.9 $36.2 $14.7 $25.9 $43.7 $14.1 $.8 
$3.3 $17.5 $12.2 $10.2 $5.9 $17.3 $15.3 $3.5 $.8 
$7.7 $85.6 $84.6 $59.9 $28.9 $69.3 $71.0 $24.0 $2.5 
$2.5 $42.5 $33.2 $17.6 $11.2 $24.3 $26.2 $4.8 $.3 
$5.2 $43.1 $51.4 $42.3 $17.7 $45.0 $44.8 $19.2 $2.2 
$4.3 $28.4 $30.4 $21.7 $14.7 $28.5 $33.2 $6.9 $.8 
$12.5 $116.7 $116.5 $85.9 $44.6 $106.8 $120.4 $35.1 $3.6 
$8.72 $15.16 $12.76 $11.65 $17.48 $15.07 $14.97 $18.19 $3.99 
$3.15 $8.80 $6.49 $4.22 $16.31 $5.40 $5.09 $13.80 $2.69 
$1.87 $6.37 $8.25 $3.87 $3.24 $6.74 $3.09 $4.44 $1.41 
3.1 2.0 2.6 3.4 2.6 2.8 2.7 5.0 7.1 
18.2% 26.3% 31.9% 22.1% 32.3% 25.9% 28.6% 27.7% 20.2% 
35.5% 42.4% 37.7% 60.5% 51.0% 37.3% 61.6% 58.8% 32.3% 
$5.3 $60.2 $57.9 $17.4 $54.7 $45.4 $22.1 $2.5 


$31.9 





*—Latest interim statement referred to in text. 








seem likely to hold down earnings this year more or 
less in line with industry experience and thereby 
offset advantages in development of new products. 
Net profit of $2.76 a share last year was moderately 
under the 1950 showing of $2.91. A further slight 
dip would still afford adequate margin for indicated 
dividends of $1.90 to $2 a share. Payments last year 
amounted to $1.95 and in 1950 stockholders received 
$1.85 a share. 

American Home Products, manufacturer of ethi- 
cal drugs and an extensive line of baby foods, is a 
beneficiary of a high birth rate. Earnings last year 
came to $3.01 a share, compared with $3.08 in 1950, 
illustrating benefits of a growth trend that could go 
far toward offsetting effects of higher tax rates. 
Somewhat lower profits may be in store this year, 
but stable demand for products should prove a sus- 
taining factor. Dividends of $1.80 a share annually 
are supplemented by extras. 

Bristol-Myers Co., has been slow in development 
of ethical drugs and high profit margin specialties. 
Dependence in the past has been too heavy on pro- 
prietary lines. Basically, this has been the primary 
reason for backwardness marketwise of one of the 
industry’s popular issues. Price-cutting in penicillin, 
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of which Bristol-Myers is a large producer, also has 
been a disturbing factor. Earnings last year reflected 
enlargement of sales and operating economies. If 
the keen competition in penicillin can be cured in a 
reasonable period, earnings this year may compare 
favorably with last year’s $3.65 a share in reflecting 
benefits of a larger volume of ethicals. Regular divi- 
dends are being paid at an annual rate of $1.60 a 
share. This dividend seems reasonably protected. 


Other Leading Companies 


McKesson & Robbins concentrates on wholesaling 
drugs and affiliated products. Proprietary items 
such as tooth paste, toiletries and vitamins comprise 
leading items manufactured by the company. Nar- 
rower margins this year indicate that net profit may 
dip to less than $4 a share from $4.64 a share in the 
fiscal year ended June 30 last year. Unless results 
are more adversely affected than seems probable 
now, the indicated $2.50 annual dividend seems 
likely to be maintained. 

Merck & Co., is one of the largest manufacturers 
of pharmaceutical, biological and allied products. 
The company probably is (Please turn to page 180) 
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May 

On average, May has been a 
pretty good month for the stock 
market in bull-market years, 
otherwise a mediocre one—which 
is about what you would expect. In 
short, the past record shows no 
significant seasonal bias. In 35 
years back to 1917 there were 
worthwhile net May gains in the 
Dow industrial average in 13 
years, material declines in 13 
years, insignificant net changes in 
9 years. Proving that there can 
always be deviations from the pre- 
vailing trend, there was a sizable 
May decline in the roaring bull- 
market year 1929. Some of the 
largest percentage declines in May 
were in such bleak years as 1930, 
1931 and 1932. By far the most 
spectacular May rise (from a low 
base) was in 1933. The most sen- 
sational May decline was the fast 
nosedive in 1940, when the Nazi 
sweep toward the English Channel 
awakened the world to the real 
meaning of World War II. Other- 
wise, May has some claim to his- 
toric fame as the first month and 
the last month of the great 1942- 
1946 bull market. 


What Now? 

As this is written, it appears 
that April will stand as a down 
month for the market. On a purely 
technical basis, that should in- 
crease the chances for an upward 
tendency in May or at least a por- 
tion thereof. However, it is futile 
to try to pinpoint the market. The 
writer’s general notion is that the 
basic arguments for the bull side 
are running out. The stock groups 
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able to provide dynamic upside 
leadership have been getting pro- 
gressively fewer in number for 
many months; and it has become 
increasingly difficult to find indi- 
vidual stocks that can be recom- 
mended for medium-term capital- 
gain purchases with adequate con- 
fidence. All of which suggests that 
discretion is now the better part 
of valor: which means that on any 
present general choice between 
top-grade fixed-income securities 
and common stocks, this column 
would go for the former. 


Lowering Sights 


Being familiar, the increased 
corporate tax bite is no surprise. 
The eye-opener is the degree by 
which income before taxes has 
been cut in instance after instance. 
In lines where demand is normal 
or active, the squeeze on operating 
profits is due to higher costs and 
ceiling prices. In others it is due 
to reduced sales, varying degrees 








of softness in selling prices, or 
both. Many businessmen have al- 
most forgotten what it means to 
operate without the benefit of ris- 
ing prices: to sell, in short, in a 
buyer’s market. Sights are going 
to need lowering on a good many 
full-year earnings projections, un- 
less there is more expansion in 
general economic activity over the 
rest of the vear, and more recovery 
in prices, than appear presently 
indicated. 


Air Lines 

Air transport companies were 
among the majority which had 
substantial earnings gains in 
1951. At the start of this year the 
consensus, among analysts and 
industry managements, was that 
1952 would bring further gains. 
However. it is now apparent that 
this view made insufficient allow- 
ance for rising costs; and that 
earnings are more likely to ap- 
proximate or fall below last year’s 














Douglas Aircraft Co. 

El Paso Natural Gas 
Houdaille-Hershey Corp. 
Kansas City Southern Rwy. 
Gamewell Co. 

Masonite Corp. 

Southern Pacific Transp. Sys. 
Louisville & Nashville R.R. 
Virginia Rwy. 


Texas Utilities Co. .... 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1952 1951 
Feb. 29 Quar. $1.66 $1.40 
. 12 mos. Jan. 31 3.13 2.54 
Mar. 31 Quar. -52 .27 
2 mos. Feb. 29 1.80 1.61 
9 mos. Feb. 29 2.42 2.21 
. 6 mos. Feb. 29 1.36 -92 
2 mos. Feb. 29 1.88 1.42 
2 mos. Feb. 29 2.06 1.50 
2 mos. Feb. 29 1.28 64 
12 mos. Feb. 29 2.84 2.36 
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than to exceed them. This column 
has never been able to enthuse 
about the industry’s long-term 
growth potential. The whole his- 
tory of regulated passenger trans- 
port in any form teaches that sec- 
ular profit possibilities, regardless 
of growth of volume, are sub- 
average. During the growth stage 
there is heavy capital investment, 
with dividends, if any, at a mini- 
mum; while over the long run 
there is surplus carrying capacity, 
reduced average pay-loads rela- 
tive to capacity, and unsatisfac- 
tory return on investment. The 
conditions which made air line 
stocks profitable speculations at 
recurrent periods in recent years 
are not continuing conditions. 
They have now joined the ranks 
of a number of other stock groups 
which went to town in 1951 and 
which appear to be through. They 
are well down from 1951 or early- 
1952 highs, but far up from 1949 
lows. Many holders still have sub- 
stantial profits. They should be 
taken. 


Cigarettes 

Hopes that OPS would grant the 
cigarette manufacturers some de- 
gree of relief in price ceilings have 
been dashed. Hence, operating 
profits and earnings, which were 
cut considerably last year, will be 
somewhat lower again this year. 
Due to the rise in obligations 
ahead of the common stocks and 
reduced financial liquidity as com- 
pared with older years, the invest- 
ment status of these issues is not 
what it used to be, but is still fairly 
good. Present regular dividend 
rates of the larger companies ap- 
pear reasonably secure, although 
some year-end extras heretofore 
paid are not assured of continu- 
ance. The stocks are far down in 
their long-term price range. Al- 
lowing for the eventual end of 
price control, for ultimately lower 
tobacco costs in a_ post-defense- 
boom deflation, and for the pros- 
pect of well-maintained sales, we 
would not disturb investment 
holdings in these stocks at present 
levels. The risk of decline in them 
is probably less than in many more 
popular groups, and current divi- 
dend yields are amply satisfac- 
tory. 


Rails 

The ICC decision on freight 
rates was a surprise in that it gave 
the railroads all they had asked 
for. Nevertheless, this good news 
brought heavy profit taking in 
rails within minutes after it was 
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out. That is logical enough and 
could have been anticipated; for 
the next question is how soon and 
to what extent the benefits of 
higher rates will be whittled away 
by higher costs or lower traffic. On 
the railroads’ estimate that 1952 
traffic will virtually equal last 
year’s, the new rates might add 
something like $50 million to $70 
million to total 1952 rail earnings, 
after allowing for probable higher 
costs and for taxes. If so, the gain 
over 1951 profits would be between 
7‘« and 10%. However, the “if” 
is no small one, for first-quarter 
traffic ran appreciably under year- 
ago levels; and the basis for much 
improvement, if any, is not appar- 
ent. On the contrary, heavy-indus- 
try activity, which is vital to rail 
traffic, could well begin to contract 
within a relatively few months. 
Generally speaking, southern and 
western roads have better pros- 
pects than eastern ones; but this 
simply amounts to saying that the 
eastern systems are more vulner- 
able to business recession than the 
others, which, however, are far 
from immune thereto. 


Groups 

Up to this writing the Dow in- 
dustrial average has closely ap- 
proached its February reaction 
low. Weakness in a number of im- 
portant stock groups suggests that 
it may have been decisively tested 
or broken before you read these 
comments. They include various 
groups formerly in exceptional fa- 
vor and now out of favor, but in 
which there are still big profits 
subject to realization. These in- 
clude air lines, chemicals, coppers, 
drugs, fertilizer stocks and paper 
—all currently at new 1952 lows. 
Others also at new lows include 
aircraft, distillers, foods, lead and 
zine, industrial machinery, de- 
partment-store stocks, shoes, steel, 
sugar, bank stocks, motion pic- 
tures, tobaccos and vegetable oils. 


Up There 


Stock groups which, at current 
reaction levels, are far more ad- 
vanced in their historical price 
ranges, regardless of the varying 
reasons, than is the market include 
air lines, distillers, chemicals, bi- 
tuminous coal, ethical drugs, fer- 
tilizers, dairy products, oils, pa- 
per, radio-TV_ stocks, shipping, 
rayon and tires. 


Down 


The most depressed groups, on 
an historical price-range basis and 
in relation to the general market 
level, are anthracite coal, confec- 
tionery, linoleum stocks, carpets 
and rugs, corn refiners, packaged 
foods, gold mining, printing and 
publishing, rail equipment, va- 
riety chains, shoes, soft drinks, 
sugar and tobacco. The last named 
and gold mining have the distinc- 
tion of being the two most de- 
pressed, even though the golds 
have recently rallied against the 
general trend. 


Coppers 


Normally more volatile than the 
market, copper stocks advanced on 
the average about twice as much 
as the industrial list from 1951 
low to 1951-1952 high, but only 
one-fourth more on the entire up- 
ward cycle from the 1949 low. 
They have declined over 16% from 
their high up to this writing, or 
nearly four times as much as the 
market. Coppers are moderately 
priced on 1952 earnings, and may 
have a good rally at any time. But 
after being in vogue for some time, 
they are now out of vogue. Once 
a pronounced vogue in selective 
demand for stocks ends, it gener- 
ally stays dead for at least a goodly 
time. It may be interesting to re- 
call that coppers went through the 
entire 1942-1946 bull market with- 
out ever being in vogue; in fact, 
with a sub-average rise. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Owens-Illinois Glass 

Devoe & Raynolds Co. 

Walker (H.) Gooderham & Worts 
Wesson Oil & Snowdrift 
Western Union Telegraph Co. 
Denver & Rio Grande West. R.R............... 
Avco Mfg. Corp. 

Armour & Co. 

Schenley Industries 

Best & Co. ... 


1952 1951 
12 mos. Mar. 31 $5.11 $8.57 
Feb. 29 Quar. -08 .89 
Feb. 29 Quar. -69 2.40 
6 mos. Mar. 1 1.11 2.10 
2 mos. Feb. 29 43 -88 
2 mos. Feb. 29 1.77 2.44 
Feb. 29 Quar. -20 .40 
13 weeks Jan. 26 .21 1.70 
6 mos. Feb. 29 1.93 3.98 
Year Jan. 31 2.70 3.40 
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By E. K. A. 


After chopping away at inventories ever since last May in 
some instances, retailers are now in the position where they will 
shortly have to go back to manufacturers for merchandise. This 
K is the only conclusion to be 
drawn from government 
figures on consumer spend- 
ing, which was at the annual 

rate of $209 billion in the first 
quarter. 











BUSINESS ACTIVITY, 


PER CAPITA BASIS 


M. W. S. INDEX 
200 of ae Statistics, of course, afford 
the only route to grasping 
7 what goes on in the Ameri- 
pny can economy. It is so vast 
that personal observation 
4 leads one into many byways. 
Two Yet this very vastness makes 
WEEKS it impossible to say at any 
aco moment what will be the im- 
mediate consequences of a 
statistical position. If stores 
take heart because of their 
restored inventory balance 
and reorder, and if consum- 
ers back at their jobs step up 
their spending, there can be 
a fairly substantial upturn at 
the manufacturer’s level. If 
caution continues to rule 
everyone’s actions, factory 
output gains will be small. 
The consumer is well equip- 
ped, because of lavish pur- 
chases, to stay out of the 
market for months yet. 

Whether he is inclined to 
do so is still a matter of de- 
bate. Some textile producers 
are now talking of better 
times within 60 days, Ameri- 
1939 can Brake Shoe, important 
capital goods and durables 
supplier, declares frankly 
that it is preparing for a re- 
cession. Alexander Calden, 
of Union Bag and Paper, 
uses the same forbidding 
word. 

Even with a slight upturn 
in production apparently as- 
sured, if only by the need for 
replenishing inventories cut 
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too far, the medium-term picture is that of continuing downturn. 
Stock prices could make no headway against the impact of 
President Truman’‘s raid on the steel industry; department store 
sales had a more than seasonal post-Easter letdown; commodity 
prices continued to soften, and carloadings remained below 
their year-before level. Housing starts, on actual count, showed 
a favorable comparison with March, 1951. Unfortunately for 
the seeker after bright omens, these starts contained a goodly 
share of all 1952's public housing starts, distorting the picture. 
Nonfarm employment stood still, and manufacturing employ- 
ment declined. 

Real tipoff on the bleaker outlook for the next six months has 
come from Washington, where the retreat from controls has 
become a rout. The National Production Authority recom- 
mended decontrol of zinc, and it was finally admitted that there 
is plenty of lead in the country. Aluminum, Ltd., which has been 
bargaining with the United States to build a plant if this coun- 
try would guarantee purchase of 900,000 tons of aluminum 
between 1955 and 1959, dropped the suggested guarantee to 
450,000 tons. The price of natural rubber as imported by the 
Reconstruction Finance Corp. was reduced into line with the 
price it had been commanding in Singapore for weeks. 

The Office of Price Stabilization and the Office of Economic 
Stabilization hurried to the Senate Banking Committee, which 
has called a halt to its efforts to write an extension measure 
for the Defense Production Act, with a formula for removing 
controls over commodities whose prices have fallen so far as to 
disprove the need for controls. Sixteen agricultural products, 
some major ones, were taken from under ceilings. 

The Administration, in fact, is about convinced that the time 
has come to take off the false face of the inflation fighter and 
resume the more congenial role of pump-primer. The Magazine 
of Wall Street has warned several times during the past year 
that Washington’s heart was really in inflation, not deflation. 


Attitude of Retail Purchasers 


Obviously there are certain areas in which government can 
take major steps toward inflation—as in the steel pay dispute 
and other clashes between the mass unions and the great in- 
dustries. What must not be forgotten is that the wage raise 
doesn’t produce the inflation, if the customer won’‘t shoulder a 
compensating price rise and the government can’t push out 
currency to keep a rise in one price from causing a fall in 
some other. 

The Federal Reserve Board’s study of consumers’ intentions 
shows the retail purchaser planning to buy less than the primary 
industries are set up to provide. Under those circumstances the 
pump primers will have their troubles persuading industrialists 
to expand plant simply to employ overpaid labor. 
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The Business Analyst 





MONEY & CREDIT—The Treasury has raised $600 million in 
new money since April 7 by the expedient of selling 91-day 
bills every week. The latest offering of $200 million was sold 
on April 21 at a 1.616% yield. The week before a similar 
issue brought a 1.65% yield. Indications are that a good deal 
of short-term funds are available for investment but this type 
of financing has inflationary implications. The Treasury’s gen- 
eral fund balance stood at only $5.6 billion on April 15 and 
sizeable monthly deficits are in the offing which may neces- 
sitate some large scale deficit financing in the next two months. 

The market for Treasuries has been strong since the begin- 
ning of March with the bank-eligible 21's of September 
1972-67 rising to 99% on April 21 from 96% on March 1. 
Prime long-term corporate and municipal obligations have 
shown only a slight advance during this period. 

The Federal Reserve Board, observing the lack of demand 
in many industries and the end of the rise in bank loans, has 
been easing up on its anti-inflationary policy. This is evidenced 
by decontrol of consumer loans of less than $100 and relaxa- 
tion of controls on used car purchases and home modernization. 
Informed officials state that the Board is ready to suspend all 
restrictions on consumer credit after Congress acts on credit, 
wage and price control laws which are due to expire on 
June 30. Board action now might lead Congress to view the 
Board’s installment credit restraint powers as unnecessary. The 
Board is anxious to have these powers in reserve in the event 
of another inflationary upsurge. 

An important step was taken by the House of Representa- 
tives on April 9 when it voted to cut military spending by $5 
billion and to put a $46 billion ceiling on such expenditures 
for fiscal 1953. If sustained, a military appropriation of this 
size would bring us closer to a balanced budget. 

Government removal of restrictions on state and municipal 
borrowing is bringing several veterans’ bonus issues to market. 
Oregon is offering $46 million of such bonds on April 23, 
West Virginia will follow the next day with a $30 million issue 
and Montana has scheduled its $21.7 million offering for May 
5. State and municipal financing in April is expected to be far 
above the $144.7 million borrowed in March, and may ap- 
proach the $237.7 million raised in April 1951. 
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TRADE—Retail trade declined seasonally in the week ended 
April 16 but Dun & Bradstreet estimates that sales remained 
3 to 7 per cent higher than in the comparable week of last 
year. After the Easter holiday, more interest was noted in such 
household goods as floor coverings, small appliances and hard- 
ware. Demand for television sets and large appliances seemed 
to be largely absent. Department store sales in the pre-Easter 
week ending April 12 were 11% above the corresponding 
week of last year, reflecting the seasonal decline in sales 
after Easter in 1951. 


INDUSTRY—Business activity turned down in the week ending 
April 12, primarily as the result of the banking of steel furn- 
aces preparatory to the strike which was forestalled by gov- 
ernment seizure of the mills. The MWS Index of Business Activity 
stood at 179.4 in the April 12 week against 184.2 the previous 
week. Aside from steel, other indices to move lower were crude 
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oil runs, electric power output, carloadings, lumber shipments 
and paperboard production. A slight upturn was noted in 
coal output. 


oO 


COMMODITIES—A moderate decline in commodity prices was 
registered during the two weeks ending April 18 and various 
price indices all reached new lows for the year. The MWS 
Index of spot prices closed at 174.1 on April 18, its lowest level 
since July 1950. With commodities now in their fourteenth 
month of decline, the Office of Price Stabilization announced 
the suspension of controls on 16 commodities including cattle 
hides, tallow, vegetable oil, wool and wool tops, cottonseed 
oil and lard. 
-O 


The nation’s OUTPUT OF GOODS AND SERVICES con- 
tinued to expand during the first quarter of this year reaching 
$339 billion at annual rates, according to preliminary figures 
of the President’s Council of Economic Advisers. This was an 
increase of $4.4 billion from fourth quarter results. The com- 
ponent of the gross national product to show the biggest gain 
was in government expenditures for goods and services which 
rose at a $3.8 billion yearly rate to total $74.5 billion. In- 
creased spending in this sector was concentrated on national 
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Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Mar. 3.7 3.4 2.1 1.55 (Continued from page 175) 
Cumulative from mid-1940 Mar. 448.3 444.6 409.4 13.8 defense programs. Persona! consumption 
FEDERAL GROSS DEBT—$b Apr. 16 257.5 257.3 2547 55.2 | expenditures were also higher by $2.3 bil- 
— lion to reach $209 billion. The gain in con- 
MONEY SUPPLY—$b sumer spending was concentrated on non- 
PEE DANS --Te Comers... — a — = 261 | durables and services with outlays for dur- 
Currency in Circulation suid ae — = 10.7 | able goods remaining unchanged. Private 
BANK DEBITS domestic investment declined $600 million 
New York City—$b Apr. 9 11.4 13.6 10.4 4.26 | to $54 billion and net foreign investment 
93 Other Centers—$b Apr. 9 14.4 17.1 14.9 7.60 | was $1 billion lower. 
PERSONAL INCOMES—$b (cd2) Feb. 257.1 257.7 243.3 102 iS a o 
Salaries and Wages Feb. 173 172 160 66 
npenens 7 - - - ” Manufacturers delivered 8159 NEW 
nada -_ vs ae wn ” FREIGHT CARS in March compared with 
Somnstor. Payment nee i ns a . 7358 in February and 7011 in March 1951, 
SERRE CRO AASUNE - = ved wad - according to a joint announcement of the 
POPULATION—m (e) (cb) Mar 156.2 156.0 153.5 133.8 American Railway Car Institute and the 
Non-Institutional, Age 14 & Over_— | Mar 109.3 109.3 109.0 101.8 Association of American Railroads. NEW 
Civilian Labor Force Mar 61.5 61.8 62.3 55. | ORDERS were received for 5619 freight 
unemployed Mar 1.8 2.1 2.1 3.8 | cars in March, a decline from the 6120 or- 
Employed Mar 59.7 59.8 60.2 51.8 | dered in February. With new orders below 
In Agriculture Mar 6.0 6.1 6.4 8.0 | deliveries and cancellations also a factor, 
Non-Farm — Mar 53.7 53.7 53.8 43.8 | the backlog of cars on order fell to 115,854 
At Work Mar 57.5 57.6 57.9 43.2 | on April 1 against orders for 118,900 cars 
Weekly Hours, non-farm Mar 41.6 Ald 419 42.0 on the books a month earlier. 
Man-Hours Weekly—b. Mar 2.39 2.41 2.43 1.82 
* * * 
EMPLOYEES, Non-Farm—m (Ib) Feb. 45.8 45.9 45.4 37.5 
Government — Feb. 6.5 6.5 6.1 4.8 Production of PORTLAND CEMENT fell 
Foctory Feb. 12.8 12.8 13.2 11.7 | to 16,545,000 barrels in the short February 
Weekly Hours Feb. 40.8 40.9 40.9 40.4 month from 17,039,000 in January, the 
Hourly Wage (conte)_____..} fab. 163.8 164.0 156.1 77.3 | Bureau of Mines reported. February output 
Weekly Wage ($)___ Feb. 66.83 67.08 63.84 21.33 | was 9 per cent above that of the same 
month in 1951. MILL SHIPMENTS of 14,- 
PRICES—Whelesnle (t2) aes nm a a as best 362,000 barrels in February showed a 27 
Retail (cd) : ‘ 5 per cent increase over February 1951. With 
COST OF LIVING (Ib3) Feb. 187.9 189.1 183.8 100.2 February production above shipments, 
Food _ Feb. 227.5 232.4 226.0 113.1 | STOCKS in manufacturers’ hands rose to 
Clothing c. 204.3 204.6 202.0 113.8 | 24,519,000 barrels from 22,336,000 a 
"i ar Feb. 140.2 139.7 134.0 107.8 month earlier. Stocks on hand a year ago 
ane — totalled 22,224,000 barrels. 
RETAIL TRADE—$b** 
Retail Store Sales (cd) Feb. 12.9 12.6 13.3 4.7 * * * 
Durable Goods Feb. 4.4 4.1 5.0 1.1 
Non-Durable Goods___ Feb. 8.5 8.5 8.3 3.6 Sales of GAS to ultimate consumers in 
Dep't Store Sales (mrb) Feb. 0.79 0.82 0.87 0.34 | February 1952, totalled 5,310 million 
Retail Sales Credit, End Mo. (rb2)__ | Feb. 11.2 11.6 11.5 5.5 | therms, a gain of 7.9 per cent over the 4,922 
million therms sold in February of last year, 
MANUFACTURERS’ the American Gas Association announced. 
New Orders—$b (cd) Total Feb. 21.6 22.3 25.8 14.6 | The Association’s index of total gas utility 
Durable Goods____ Feb. 10.6 1.1 13.5 7.1 | sales stood at 372.1 per cent of the 1935-39 
Non-Durable Goods Feb. 11.0 11.2 12.3 7.5 | average. Natural gas sales in February 
Shipments—$b (cd)—Total**_____] Feb. 21.8 22.0 21.2 8.3 of 4,931 million therms were up 8.8 per 
Durable Goods Feb. 10.7 10.5 9.7 4.1 | cent from the corresponding month of last 
Non-Durable Goods. Feb. 11.2 11.5 11.5 4.2 | year and indicated further conversions from 
BUSINESS INVENTORIES, End Mo.** manufactured gas to use of natural gas. 
Total—$b (cd) Feb. 70.0 70.2 63.4 28.6 | Sales of manufactured and mixed gas at 
Pn ae Feb. 42.1 42.2 34.7 16.4 | 379 million therms in February were 2.5 
etait Feb. 9.7 10.0 9.7 4.1 | per cent below a year ago. 
Ristators’ Feb. 18.2 18.1 19.0 8.1 ‘ A 4 
Dept. Store Stocks (mrb) Feb. 2.3 2.3 2.5 1.1 
BUSINESS ACTIVITY—1—pc Apr. 12 179.4 184.2 187.7 141.8 Publicly reported CASH DIVIDEND pay- 
(M. W. S.)—1—np Apr. 12 213.8 219.2 2189 146.5 | ments by U. S. corporations were down 15 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** Feb. 222 220 221 174 per cent in February from the same month 
Mining Feb. 166 167 158 133 a year ago. However, the Commerce De- 
Durable Goods Mfr.______} Feb. 284 281 271 220 | partment reported that part of the decline 
Non-Durable Goods Mfr.__.._______ | Feb. 190 189 201 151 | was due to deliberate postponement of 

CARLOADINGS—t—Total Apr. 12 691 707 —«778-~—Ss«8333 ve — pe hapa a soar mere 
Misc. Freight Apr. 12 354 384. «393.8379 elie cic ea g a 
oer Apr. 12 75 78 81 156 ty where dividends are delayed until 
ri Apr. 12 40 42 "9 3 after March 1. The department estimated 

- dividend payments for the first two months 

ELEC. POWER Output (Kw.H.) m Apr. 12 7,150 7,219 6,747 3,267 re this year at $687 million, down from the 

708 million disbursed in the same period 

SOFT COAL, Prod. (st) m saaiadien “<s va pore 10.8 | of 1951. Dividend declines in the first two 

Cumulative from Jan, 1_________| Apr. 12 — i 44.6 | months were concentrated in manufacturi 
b. 76.5 75.4 707 61.8 een. 

_ Stocks, End Mo. ncmnitsmveniiniiely where payments fell 16 per cent. However, 

PETROLEUM—(bblIs.) m the machinery group showed a sizeable 
Crude Output, Dolly Apr. 12 6.4 6.4 6.1 4.1 increase. Payments by mining, railroad and 
Gasoline Stocks Apr. 12 158 158 148 86 public utilities also were higher while com- 
Fuel Oil Stocks Apr. 12 36 37 38 94 panies engaged in trade showed a decline 
Heating Oil Stocks Apr. 12 48 49 47 55 of 9.7 per cent. 

LUMBER, Prod.—(bd. ft.) m Apr. 12 603 590 589 632 m - 

Stocks, End Mo. (bd. ft.) b__________] Feb. 8.2 8.3 6.4 12.6 Manufacturers’ SHIPMENTS of PAS- 

- — s ——-__—__— SENGER TIRE CASINGS during February 

STEEL INGOT PROD. (st) m Mar. 9.4 8.7 9.1 70 | declined 3.7% to 4,920,833 units from 
Cumulative from Jan, 1___________] Mar. 27.2 17.8 25.7 74.7 5,109,420 in January according to com- 

ENGINEERING CONSTRUCTION __ pilations of the Rubber Manufacturers Asso- 
AWARDS—$m (en) Apr. 17 235 229 221 94 ciation. Production of tire casings also 
Cumulative from Jan. 1____| Apr.17 3,837 3,602 4,713.««5,692_—«*| declined, totalling 5,990,420 in February, 

a 4.4% drop from the month before. With 

MISCELLANEOUS shipments below output INVENTORIES 
Paperboard, New Orders (st)t_ Apr. 16 174 201 248 165 rose 13.8% to reach 9,180,348 casings 
Cigarettes, Domestic Sales—b________| Feb. 29 33 29 17 at month end. 

Do., Cigars—m Feb. 447 495 435 543 A year earlier, manufacturers had only 
Do., Manufactured Tobacco (Ibs.)m_| Feb. 18 19 18 28 2,506,974 passenger tire casings in stock. 











b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At amills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*—1941; November, or week ended December 6. **—Seasonally adjusted. 
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1952 1952 
No. of 1952 Indexes 1952 1952 (Nov. 14, 1936, Cl.—100) High i hin? nt 
Issues (1925 Cl.—100) High Low Apr.12  Apr.19 | 100 HIGH PRICED STOCKS............ 125.1 119.2 123.4 120.3 
330 COMBINED AVERAGE ....... 199.5 192.8 196.9 192.8Z 100 LOW PRICED STOCKS... 241.5 230.7 235.0 230.7Z 
4 Agricultural Implements........... 295.8 273.6 279.7 297.7 5 Investment Trusts............0.0.0..... 105.8 97.9 105.8 102.9 
10 Aircraft (‘27 Cl.—100) ............ 316.7 281.2 287.1 281.2Z 3 Liquor ('27 Cl.—100)...... weeeee 1146.9 966.6 989.1 966.6Z 
7 Air Lines (‘34 Cl.—100)............. 777.8 632.7 664.4 632.7Z WY RIO oo asscnssccecsescasccesccas. . 216.6 197.9 202.1 197.9Z 
GS AMOINORNG: -..cca8secscsscvsccicinsee. 102.7 92.5 93.5 93.5 Se NT NRE oon sicsicseccesscaseaies: 130.6 117.7 121.5 117.7 
10 Automobile Accessories ........... 244.0 232.0 236.8 232.0Z 3 Meat Packing ......................+ 100.2 StS 94.2 91.3Z 
11 Automobiles .................0.0000 : 40.2 41.4 40.2 13 Metals, Miscellaneous ....... ain ‘SORA 261.0 269.7 261.0Z 
3 Baking (‘26 Cl.—100) 21.4 21.8 21.4 MONI Cascnsscsetscaceccadesekéssutikostisvais 443.7 396.7 431.6 419.5 
3 Business Machines ................... : 378.4 386.4 382.4 A osc cassis svccasiedetoniotes 485.1 440.2 480.7 459.1 
2 Bus Lines (‘26 Cl.—100)........... 157.4 141.6 141.6 143.1 30 Public Utilities ...............2:..-..:. 169.2 162.5 169.2 165.9 
TO TED ooo ic sce chose mecdenesccenvis 418.0 368.6 372.6 368.6Z 9 Radio & TV (‘27 Cl.—100)........ 34.5 31.1 34.5 34.2 
3 Coal Mining 16.0 14.3 14.6 14.5 8 Railroad Equipment .............. . 64.3 59.2 59.9 59.2Z 
4 Communications ....................... 68.3 63.0 65.6 64.3 24 Railroads ; 41.3 45.4 44.1 
DP CENTURION oi sccsicicissccesceaseleens 72.3 67.5 72.3 71.0 OR oi sciscsvennices i : ; 38.2 40.9 40.5 
IIE, ooices ci cceds cscissi cceivesees 490.6 457.1 476.1 461.8 3 Shipbuilding 181.0 191.8 186.2 
9 Copper & Brass...... savticceiote 169.5 143.6 148.5 143.6Z 3 Soft Drinks 301.2 317.0 313.8 
Z Dali y PLGGUGls: 0.0056 censsnscscesssns 85.7 83.2 83.2 84.0 14 Steel & Iron 141.3 142.8 141.3Z 
5 Department Stores ................... 66.0 62.7 62.7 62.7 SN UN gain cakscsieneadtnsdicdvacdiuccanss : 67.5 69.6 68.9 
6 Drugs & Toilet Articles............. 233.1 217.2 221.8 217.2Z MEN III cia ccs caus sisscssvceeaacseceoéussns : 541.3 557.7 541.3Z 
2 Finance Companies ................. 340.6 308.1 337.5 340.6 5 Textiles ................ ee 164.1 168.0 164.1Z 
7 Food Brands ........................05- 178.7 Wits 175.0 171.5Z 3 Tires & Rubber .... 68.3 73.9 71.1 
DROME CRONOS «os. ccs cvcscedssccsoesesss 103.8 97.4 99.5 98.5 Ge NGO oi. c2icinci cis 80.2 83.4 80.2Z 
DS UMEMNIOD  ossncévéssecccavsosssucsonsss 63.1 59.3 62.4 59.3 2 Variety Stores 0.0.0.0... : 297.9 297.9 297.9 
4 Gold Mining .................0....00.... 736.4 648.3 736.4 736.4 18 Unclassified (‘49 Cl.—100)........ 119.7 116.2 117.4 116.2 








Z—New Low for 1952. 
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Trend of Commodities 





f Commodity futures continued their downward drift during 
t the past two weeks and the Dow-Jones Futures index closed 
at 175.09 on April 21. This compares with 176.34 on April 7. 
Wheat, corn, oats, soybeans, cotton and cottonseed oil all 
were lower during the fortnight while cocoa and hides rallied 
and wooltops remained unchanged. Wheat futures declined 
sharply with the May option down 4% cents since April 7 to 
close at 244% on April 21. Expectations of an early Korean 
truce and prospects for a considerable crop increase were 
depressing factors. The official crop estimate forecast a winter 
wheat harvest of 947 million bushels based on April 1 condi- 
tions. This would be a 47% improvement over last year’s crop. 
If the spring crop is average it would approximate 307 million 
bushels, adding up to a total output of 1,254 million bushels, 
the third largest on record. Rumors that Russia is offering wheat 
‘i to various countries on a barter basis also disturbed sentiment 
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and new crop futures sold well below the prospective govern- 
ment support level. Corn futures were buffeted by the selling 
that affected other grains and lost 22 to 3 cents in the past 
two weeks despite a drop in farm stocks to 1.07 billion bushels 
on April 1 against 1.32 billion bushels a year ago. Reports of 
floods in producing areas failed to stem the selling waves. 
Cotton prices moved lower with the May option down 120 
points since April 7 to close at 40.21 on April 21. Deflationary 
sentiment was fanned by the realization that prices of many 
world commodities have declined sharply in recent months and 
by reports that Easter retail clothing sales were below expec- 
tations. Recent surveys of growers’ planting intentions indicate 
that they may come close to the 28 million acre goal of the 
U. S. Department of Agriculture. First notice day for May cotton 
is April 24. Spot firms may be reluctant to take deliveries with 
the new crop selling 4 cents a pound below the May option. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2Wks. 3Mos. 1Yr. Dec. 6 
Apr.21 Ago Ago Ago 1941 


28 Basic Commodities 293.3 302.9 320.6 372.7 156.9 
11 Imported Commodities 292.6 296.4 326.8 407.5 157.3 
17 Domestic Commodities .. 293.8 297.0 316.8 351.8 156.6 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1952 1951 1950 1945 1941 1939 1938 1937 
BEMIM os ssevcsapussee 181.2 214.5 204.7 958 743 78.3 658 93.8 
LOW oo..ss0000. 174.1 174.8 1342 63.6 S587 616 S75 64.7 
178 





Dote 2Wks. 3Mos. 1Yr. Dec. 6 
Apr.21 Ago Ago Ago 1941 


7 Domestic Agriculture ......... 335.8 336.1 352.2 407.5 163.9 
D2 PiGNSINS oasis cagssvascrsssetederinegs . 343.6 346.2 362.4 394.0 169.2 
16 Raw Materials ................ . 280.4 283.4 309.3 361.0 148.2 
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Average 1924-26 equals 100 


1952 1951 1950 1945 1941 1939 1938 1937 
PR oc Ses 192.5 215.4 202.8 111.7 889 67.9 57.7 866 
OS eee 175.0 176.4 140.8 98.6 582 489 47.3 54.6 
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Delta Air Lines, Inc., is completing plans to pur- 
chase a $7 million fleet of four Douglas DC-7’s, 
equipped with Wright compound engines to provide 
cruising speeds exceeding 360 miles per hour. The 
new ships, scheduled for delivery in early 1954, will 
cut flying time from Chicago to Miami to 3 hours and 
45 minutes which is 30 minutes faster than present 
DC-6 schedules. The new DC-7 is 100 inches longer 
than the DC-6 and will seat 69 passengers and a crew 
of 5. The new Wright R-3350 compound engines to be 
used on the plane are capable of delivering 13,000 
horse power and are presently in use only on military 
aircraft. Delta also has on order a fleet of ten Convair 
340’s, costing $6 million, which are to be delivered late 
this year. 


Alexander Smith, Ine., 107-year-old manufacturer 
of floor coverings, has begun commercial production 
of an entirely new product called Air Felt. This new 
product has many possible industrial applications in- 
cluding such uses as filters, padding and insulation. 
Initially the company will concentrate on production 
of felted materials used by the furniture industry to 
stuff chairs and sofas. One significant feature of the 
new process is that it uses by-products of carpet man- 
ufacture. The new felted materials will afford furni- 
ture manufacturers significant savings in time, labor 
and storage costs. 


Chas. Pfizer & Co. has disclosed that citric acid is 
an important raw material in the large scale produc- 
tion of the new anti-tuberculosis drug, isonicotinic 
acid hydrazide. Pfizer, world’s largest producer of 
citric acid, has named its new TB drug, ‘“‘Cotinazin” 
and expects production of the new drug to reach 40 
million tablets a month by the end of May and 100 
million tablets monthly by year-end, if demand war- 
rants it. Cotinazin will be made available for sale as 
soon as the application now on file with the Food & 
Drug Administration has been approved. 


United States Steel Corporation’s prefabricated 
housing subsidiary, Gunnison Homes, Inc., plans to 
undertake immediate erection of a new plant at 
Harrisburg, Pa. to prefabricate a revolutionary, in- 
sulated, steel military shelter, perfected after years 
of research. The new all-steel unit for hospitalizing 
and housing military personnel based anywhere in the 
world from equatorial to sub-zero regions, is com- 
pletely portable, fire-proof, termite proof, and hurri- 
cane proof. It can be used for one or two story field 
hospitals, barracks, mess halls, warehouses, post 
exchanges or administration buildings. 


The Cadillac Motor Car Division of General Mo- 
tors Corp., has received an estimated $165 million 
in defense orders for the production of additional 
quantities of the T41E1 Walker Bulldog Tank and 
T141 Twin 40 mm Gun Motor Carriages. These addi- 
tional orders are the fifth major supplement to the 
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original orders received for the armed forces, and 
bring the total value of Cadillac’s ordnance contracts 
to $780 million. 


Goodyear Tire and Rubber Co. has announced that 
it is producing an odorless latex described as a major 
improvement in the quality of synthetic rubber. De- 
veloped by Goodyear in a research and development 
program sponsored by the Synthetic Rubber Division 
of the Reconstruction Finance Corporation, the new 
latex is being produced on a pilot plant scale at 
the Goodyear-operated government-owned synthetic 
plant in Akron, Ohio. The use of synthetic rubber 
latex in foamed rubber prior to Goodyear’s latest 
development presented a formidable problem because 
of an objectionable chemical odor. 


Minneapolis-Honeywell Regulator Co. has intro- 
duced a new electronic device that makes possible a 
more accurate means of safeguarding packaged mili- 
tary equipment from rust and corrosion during long 
storage periods. The device is a small relative hu- 
midity indicator that is sealed inside of vapor-proof 
containers with stored equipment and acts as a 
sentinel to warn of excessive humidity. The moisture 
content of the sealed package can be determined at 
any time by simply plugging a portable electron 
meter into an outside connection and reading di- 
rectly from it. Previously, sample packages had to 
be opened periodically for inspection, cleaned and 
resealed. This is a costly procedure and gives no 
assurance as to the condition of all packages. 


Ashland Oil & Refining Co. has engaged the Cata- 
lytic Construction Co. of Philadelphia to make exten- 
sive additions and improvements to its Kentucky and 
New York facilities. At the Kentucky site the prin- 
cipal item is an 11,000 barrel-per-day vacuum unit 
to produce gas oil for catalytic cracking from re- 
duced crude. In addition a new crude oil tower will 
permit an increase in catalytic cracking capacity to 
27,000 barrels a day from 22,000. At Tonawanda, 
N. Y., the contract calls for installation of all off- 
site facilities auxiliary to the new cracking unit 
Ashland is installing there. Total cost of the pro- 
gram plus field work at Ashland’s Ohio refineries 
will come to about $5 million. 


The Pratt & Whitney Aircraft division of United 
Aircraft Corp., is negotiating a license to permit the 
Ford Motors Co., to build the J-57 Turbo-Wasp jet 
engine for the military services. The Ford J-57 pro- 
duction would be in addition to that of Pratt & Whit- 
ney’s expanded East Hartford plant where the en- 
gine is presently being built. The Ford license is the 
result of increased military demand for the big new 
axial-flow jet engine which has already been picked 
to power both of the new Air Force long range jet 
bomber types—the Boeing YB-52 and the Convair 
YB-60. Each bomber uses eight J-57 Turbo-Wasps. 
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The Pharmaceutical 
Industry 





(Continued from page 171) 


best known for cortisone, a drug 
used in treatment of arthritic con- 
ditions. Probably more than half 
of sales can be accounted for by 
cortisone, antibiotics and _ vita- 
mins. Earnings last year rose 
modestly to $1.62 a share from 
$1.49 in 1950, adjusted for a stock 
split, and this improvement traced 
to introduction of new products. 
Results this year should prove 
adequate to cover the indicated 
80-cent annual dividend rate. 

Parke, Davis & Co., has placed 
chief emphasis on ethical drugs 
and has developed important new 
lines. Foreign business consti- 
tutes 35 to 40 per cent of sales. 
Expansion of output of antibiot- 
ics this year is expected to help 
sustain earnings. Net profit in 
1951 rose to $3.89 a share from 
$3.65 in 1950. Dividends seem 
likely to hold at $1.90 a share an- 
nually. 


Leader in Ethical Drugs 


Sharp & Dohme is a recognized 
leader in ethical drugs and pre- 
scription specialties. The company 
buys raw materials such as peni- 
cillin and other antibiotics from 
other drug companies. The new 
synthetics plant is expected to 
contribute additional profits this 
year. Earnings may be held down 
by high taxes, but should compare 
favorably this year with the 1951 
showing of $3.65 a share. The in- 
dicated $2 annual dividend rate 
appears adequately protected. 

E. R. Squibb is a widely known 
manufacturer of drugs, medicinal 
specialties, household toiletries 
and similar products. The com- 
pany is regarded as a major fac- 
tor in producing penicillin, strep- 
tomycin and other antibiotics. De- 
velopment of new products and 
expansion in established lines 
point to maintenance of earnings 
this year comparing favorably 
with the $2.30 a share reported 
for the fiscal year ended June 30, 
1951. 

Sterling Drug is known as a 
leading factor in proprietary 
drugs and household remedies. 
Growth has stemmed chiefly from 
acquisition of small independent 
producers. Net profit last year 
sagged to $2.91 a share from 
$3.41 in 1950 in reflecting nar- 
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rower margins on proprietaries. 
Results this year may be slightly 
lower again than in the preceding 
year. Dividends have been liberal, 
including a 25-cent extra in addi- 
tion to the regular $2 annual rate. 

As a group, the drug shares 
have probably lost their specula- 
tive appeal for the time being. It 
should be remembered that these 
issues have had, on the average, 
quite large gains since the end of 
World War II. At this writing, 
they are in a recessionary period, 
being under the influence of the 
moderately lower earnings fore- 
cast for this year. 





Trends in First 
Quarter Earnings 





(Continued from page 157) 


facturers related to the steel in- 
dustry, most of which have shown 
declining profits. 

Lehigh Portland Cement Co. 
While sales in the first quarter of 
1952 increased moderately from 
$8 million to $8.1 million, net 
profit declined substantially, or 
from $940,000 to about $600,000. 
This brought per share earnings 
down to 82 cents against 49 cents 
for the like period last year. Costs 
increased from $5.7 million to 
$6.5 million, including deprecia- 
tion and depletion. Taxes declined 
on the lower gross profit or from 
$1.4 million to slightly over $1 
million. 

Output of finished portland 
cement has declined moderately. 
Stocks are rising, foreshadowing 
some mill reduction in coming 
months. In January, latest official 
figures available, capacity used in 
finished cement declined to 73% 
against 79% the year previous. 
These figures illustrate the reason 
for the decline in cement earn- 
ings, of which Lehigh Portland 
Cement offers only one example. 

Twin Coach Co. Sales increased 
during the first quarter of 1952 
to $14.7 million compared with 
$7.5 million in the like period of 
1951. Though costs increased, 
earnings before taxes were $1.3 
million against $677,000 the pre- 
vious year. Taxes for the period 
increased from $403,000 to $905,- 
000, leaving net profit of $402,000 
compared with $273,000. This was 
equivalent to 78 cents a share 
compared with 51 cents. 

First quarter profits reflected 
the influence of government or- 


THE MAGAZINE OF WALL STREET 





ders which are now near comple- 
tion. According to the company, 
profitable operations are expected 
for the balance of the year. There 
is considerable activity in pro- 
duction of the new coaches and 
aircraft parts work form a sub- 
stantial portion of the company’s 
output. While profits margins on 
defense work are limited, the 
company’s net operating margin 
has increased as a result of heav- 
ily increased sales. 

Caterpillar Tractor Co. Sales 
for the first quarter of 1952 were 
$130.38 million, a 20% increase 
over sales for the like period of 
1951. Higher costs and _ taxes 
brought net earnings down about 
8%, or from $6 million to $5.5 
million. This amounted to $1.38 a 
share compared with $1.54 in 
1951. 

The company has obviously re- 
gained its normal earning power, 
after the expensive strike of the 
third quarter. While sales are 
holding at high levels, future 
earnings may be affected by any 
further rise which may take place 
in the cost of materials, particu- 
larly steel. On the other hand, the 
company which had been forced 
to seek steel abroad may find the 
situation lightened in near-by 
months as_ steel becomes more 
available for uses aside from de- 
fense work. Price controls are 
affecting the profit margin which 
otherwise would have been mate- 
rially higher. Near-by quarters 
should produce revenues about on 
a par with those of the first quar- 
ter. On that basis, the company 
could earn between $5-5.50 a 
share for the year. 





When Will Textiles Get Off 
the Floor? 





(Continued from page 161) 


million, declared that government 
work had accounted for most of 
the sales and nearly all of the $10 
million net income. Net per share 
of $9.29 was more than double 
1950’s $4.39. Prompt action in 
passing the first quarter dividend 
served notice that the common is 
now a speculation on the hope of 
future earnings. It may also indi- 
cate a determination to keep the 
$4 and $7 preferreds on a current 
basis. Cash and governments are 
$10.1 million, but on February 1 
banks held the company’s notes for 
$19.5 million. 
(Please turn to page 182) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 
4. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Elliott Company 

“I believe that Elliott Company is 
listed on the New York Stock Exchange. 
Can you inform me on the nature of 
the company’s business, recent opera- 
tions, and backlog?” 

T. C., Akron, Ohio 

Net shipments of Elliott Com- 
pany for the year ended Decem- 
ber 31, 1951, amounted to $40,- 
322,939, the highest volume in the 
company’s history. This com- 
pared with total shipments of 
$27,324,638 in 1950. 

Net income for the year 1951 
amounted to $2,637,652, or 6.5% 
of net shipments, compared with 
$2,077,438, or 7.6% of net ship- 
ments in 1950. The reduced rate 
of net income earned on the sub- 
stantially increased volume of 
business results, from greatly in- 
creased taxes on income. These 
taxes are estimated to amount to 
$4,965,000 for the year and com- 
pares with $1,800,000 for the 
year 1950. After preferred stock 
dividend requirements, the 1951 
earnings were equivalent to $5.40 
per share on the 470,503 shares 
of common _ stock outstanding 
compared with $4.46 per share on 
435,979 common shares outstand- 
ing at the close of 1950. The in- 
come tax cost per common share 
for 1951 was $10.55 compared 
with $4.13 for 1950. 

Orders booked by the company, 
a leading manufacturer of steam 
and gas turbines, electric gener- 
ators, and motors and other types 
of heavy industrial power plant 
equipment, amounted to $49,993,- 
000 in 1951 compared with $31,- 
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903,000 in 1950. The backlog of 
orders at the end of the year was 
approximately $36 million do!- 
lars. 

Dividends, including extras, to- 
taled $2.00 per share in 1951 and 
40 cents was paid in the first 
quarter of the current year. 


Middle South Utilities 


“IT am seeking an investment in the 
utility field and as Middle South Utili- 
ties has been recommended to me by a 
friend, please furnish recent earning 
data, dividends, etc., on the company.” 


S. D., Saginaw, Mich. 


Total consolidated revenues of 
the Middle South Utilities System 
for the year 1951 increased $12,- 
152,000, or about 12% over 1950. 
76% of the revenues came from 
electric operations. 

Consolidated net income of the 
company and its subsidiaries in 
1951 totaled $10,942,965, equal to 
$1.81 per share on the 6,050,000 
shares of common stock outstand- 
ing, compared with adjusted 
earnings in 1950 of $10,191,457, 
which were equal to $1.82 per 
share on the 5,600,000 common 
shares outstanding at the end of 
that year. 

Federal income taxes probably 
had the most adverse effect on 
any single item of expenses upon 
the income of the Middle South 
System. Federal income taxes in 
1951 increased 48 cents a share 
over those paid in 1950. 

The pattern of growth and 
progress established by the com- 
pany in recent years continued 
in 1951. As a result of the sys- 


tem’s long-term expansion pro- 
gram, five new generating units 
were placed in operation during 
the year. These modern, highly 
efficient machines serve the dou- 
ble purpose of adding greatly to 
the generating capacity and in- 
creasing the over-all efficiency of 


electric production equipment. 
The new units raised the total 
capacity of the Middle South 


System to 1,258,000 kilowatts. 
During the year the System’s 
peak load crossed the 1,000,000 
kilowatt mark in June and 
reached a new high of 1,207,000 
kilowatts in August. Also during 
the year, 30,000 new electric cus- 
tomers were added by the System 
companies and_ electric sales 
reached 5,985,000,000 kilowatt 
hours, an increase of 37% over 
1950. Corporate net income of 
Middle South Utilities, Inec., for 
1951, totaled $7,737,425 compared 
with $7,119,129 for 1950. 


Dividends in 1951 totaled $1.20 
per share and 60 cents has been 
paid thus far in the current year. 


Melville Shoe Corp. 

“T have been a subscriber to your 
publication for several years and find 
your articles interesting and informa- 
tive. I would appreciate receiving recent 
income record of Melville Shoe Cor- 
poration.” 

M. M., Canton, Ohio 


Sales of Melville Shoe Corp. in 
1951 were up 20.3% over 1950 to 
$92,740,699, an all-time high. 
Earnings before taxes were $10,- 
456, 529, up 8.6%. Federal taxes 
of $5,787,160, an increase of 
30.2%, reduced net earnings to 
$4,669,369 as compared with $5,- 
188,836, in 1950, a drop of 10%. 

Per share earnings on the 2,- 
340,458 shares of common stock 
outstanding were $2 in compari- 
son with $2.22 on the same out- 
standing stock in 1950. Dividends 
were maintained at the same rate 
of $1.80 per share during 1951. 
One 45-cent quarterly has been 
declared thus far in the current 
year. The company has no pre- 
ferred stock, funded indebtedness 
or bank loans. 
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When Will Textiles Get 
Off the Floor? 





(Continued from page 180) 


Burlington Mills was among the 
many corporations reporting 
higher sales and lower net in fiscal 
1951 than in fiscal 1950. Its years 
end on September 30. However, 
lowered margins, not higher taxes, 
were to blame. Burlington Mills 
had operating income of $35.1 mil- 
lion on net sales of $310.1 million 
in 1951; $55.3 million on $286.9 
million of sales a year earlier. 
Earnings per share were $1.93 
compared to $4.43. For the first 
quarter of the 1952 fiscal year 
margins remained low and sales 
fell to $72.1 million from $79.9 
million in the like 1951 quarter. 
This reduced earnings to 13 cents 
from 75 cents. On January 25 di- 
rectors cut the quarterly dividend 
to 25 cents, equivalent to 3714 
cents on the old stock, split 3-for-2 
in March, 1951. In the interim the 
stock had paid 34 cents on the new 
stock, equivalent to 52 cents on the 
old. This dividend seems fairly 


mostly manmade fibers going into 
its ribbons, hosiery, and style fab- 
rics, lacks defense or industrial 
business to cushion consumer re- 
luctance. 

Cannon Mills, world’s largest 
maker of towels and an important 
factor in sheets, drapery fabrics 
and cotton textiles in general, in- 
creased sales to $188.8 million in 
1951 from $172.3 million in 1950, 
widened its operating profit to 
$27.9 million from $11.7 million, 
and wound up almost doubling its 
net per share—$6.31 vs. $3.48— 
after paying three times the fed- 
eral income taxes it paid in 1950. 
The dividend of $3, which yields 
5.7% on the current price of 5214, 
appears as safe as a textile divi- 
dend can be. 

Celanese Corp. of America suf- 
fered a decline in net income to 
$24.8 million in 1951 from $40.3 
million in 1950, or $3.56 from 
$6.38 net per common share. In 
other directions the company made 
progress. It expended $32.5 mil- 
lion for additional plant, more 
than twice the $14 million of 1949 
and 1950 combined, and an- 
nounced that its integration pro- 
gram from forest to filament was 














secure. Burlington Mills, with about complete. (Work has since 
This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 
Shares. The offer is made only by the Prospectus. 


MORGAN STANLEY & CO. 
BLYTH & CO., INC. 
KIDDER, PEABODY & CO. 


SMITH, BARNEY & CO. 


April 25, 1952. 





377,058 Shares 
J. I. Case Company 


Common Stock 
($12.50 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its Common 

Stock, which rights will expire at 3 o’clock P.M. Eastern Daylight Saving 
Time on May 12, 1952, as more fully set forth in the Prospectus. 


Subscription Price $24.50 a Share 


The several underwriters may offer shares of Common Stock at prices 

not less than the Subscription Price set forth above (less, in the case of 

sales to dealers, the concession allowed to dealers) and not greater than 

either the last sale or current offering price on the New York Stock 

Exchange, whichever is greater, plus an amount equal to the New York 
Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these Shares in compliance with the 
Securities laws of the respective States. 


GOLDMAN, SACHS & CO. 
MERRILL LYNCH, PIERCE, FENNER & BEANE 
STONE & WEBSTER SECURITIES CORPORATION 


WHITE, WELD & CO. 


CLARK, DODGE & CO. 


HARRIMAN RIPLEY & CO. 
Incorporated 
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been suspended on a filament plant 
for lack of demand.) An issue of 
preferred in May and $50 million 
in debentures in October left the 
company with $101.2 million fund- 
ed debt, a million shares of 414 % 
preferred, and 34,163 shares of 
7% second preferred ahead of the 
5,844,954 shares of common. The 
$3 dividend, yielding 7% at cur- 
rent prices, can be continued even 
though its coverage undoubtedly 
narrowed a little farther in the 
first quarter. 


Financing Necessary 


Goodall-Sanford, known to most 
of us as the maker of Palm Beach 
cloth, but an important producer 
of automobile and furniture cov- 
ering fabrics as well, used its good 
showing in 1950-51—its fiscal year 
ends June 30—to put its house in 
order. For the last complete year 
it earned $4.02 per share, against 
50 cents a year earlier, but wound 
up the 12-month period with no 
more than $1.7 million in cash 
after doing $62.5 million worth of 
business. Since then Goodall-San- 
ford has sold $3 million in deben- 
tures and $4 million in preferred, 
cut back its bank loans from $14 
million to $7 million, and put the 
stock on a $1.50 annual basis. 
Sales in the six months ended De- 
cember 31, were up 19% from 
the year earlier. That is the poorer 
half of Goodall-Sanford’s year. 
Observers say this year should 
match last year, but the 8.8% re- 
turn on the dividend at current 
prices around 17 bespeaks a cer- 
tain scepticism of investors. 

Industrial Rayon in 1951 
largely duplicated operating re- 
sults of 1950, with federal income 
taxes the significant difference. 
Pre-tax margin of $12.45 a share, 
compared to $12.68, became post- 
tax net profits of $5.34 a share, 
compared to $6.68. Reason for this 
relative immunity from the tex- 
tile slump lay in Industrial Ray- 
on’s concentration on rayon tire 
cord. Under the umbrella of arti- 
ficially high cotton prices, this 
product has gained in quality and 
acceptance until its market posi- 
tion is unshakable. The company’s 
filament goes to producers of 
staple articles, so it escaped some 
of the general 40% curtailment of 
filament production by the indus- 
try. The 5.2% return of the $3 
dividend on the current price of 
521% is a significant comment on 
Industrial Rayon’s _ standing 
among investors. 
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J. P. Stevens & Co’s. president, 
J. P. Stevens, Jr., declared several 
weeks ago that the current half 
year’s results were likely to be the 
worst of any such period since be- 
fore the war, and that he saw no 
signs of the industry’s coming out 
of its slump. Despite this gloomy 
outlook, the company’s results for 
its latest fiscal year were not bad, 
as textile earnings went last year: 
Sales $39.4 million compared to 
$294.8 million a year earlier; 
taxes, $21.2 million vs. $14.6 mil- 
lion; net per share $5.65 vs. $6.78. 
Sources close to the company fore- 
cast a $1.50 first half for the cur- 
rent fiscal year, which ended with 
April. In 1951 the company 
earned $1.41 in the January quar- 
ter alone. J. P. Stevens has always 
been an outstanding textile com- 
pany. Its capacity, about 40% cot- 
ton, 80% wool and 30% rayon, 
give it a chance to participate in 
any sales gain, civilian or military. 
At 38 the stock would yield 5.3% 
on the $2 regular dividend, 7.2% 
if one could forecast with confi- 
dence a repetition of the 75-cent 
year-end disbursement. 
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townsite, “Uranium City,” is be- 
ing surveyed. 

The city expected to profit most 
by these various developments, 
and likely to be the first sub-arctic 
metropolis on this Continent, Ed- 
monton, situated with the Leduc 
petroleum fields to the south, nat- 
ural gas areas to the south and 
northwest (Peace River), the 
Athabasca tar sands to the north, 
and the Saskatchewan uranium 
deposits to the northeast. 

Edmonton is already the center 
of a prosperous spring wheat 
growing area. It will have a $60 
million plant for manufacturing 
cellulose acetate yarns and other 
chemicals (Celanese) and a smelt- 
er for refining Lynn Lake nickel 
ore. The hub of a large railway 
and highway network, Edmonton 
is to be the southern terminus of a 
railway to be built as far north as 
the Great Silver Lake. The railway 
has already pushed into the tar 
sands region. 

Canada’s industrial production 
continues to establish new records, 
though the rate of growth has 
been somewhat smaller in recent 

(Please turn to page 184) 
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In farming with tractors, a lot of “‘angles” are encountered. 
The operating angle, for example. It may be uphill, 
downhill or sidehill, as well as on the level. Then there’s the 

weather angle—rain or shine, hot or cold, snow or blow. 


All these ‘tangles’ put unusual demands on the tractor 
carburetor. Fuel must be kept flowing smoothly and 
steadily regardless of the weather, and no matter what the 

operating angle. 

To meet these demands, Borg-Warner’s Marvel-Schebler 
Division designed a tractor carburetor that automatically 
figures the angles. Its dual float adjusts the flow of 

fuel to the engine, assuring smooth, on-the-level operation 
from any angle. And its “‘back suction economizer” 
regulates the fuel-air ratio to varying operating loads and 
weather conditions. 


Standard equipment on 6 out of every 10 tractors 
made today, this advanced design carburetor is a typical 
example of how ‘“B-W Engineering makes it work—B-W 
Production makes it available.” It is one more example 
of the many ways in which Borg-Warner serves America 
through the farm implement, automotive, aviation, marine 
and home appliance industries. 


B-W ENGINEERING MAKES IT WORK 
B-W PRODUCTION MAKES IT AVAILABLE 


Almost every American benefits every day from the 185 products made by 


\— —_ Borc WARNER 


ENGINEERING 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: 

BORG & BECK * BORG-WARNER INTERNATIONAL » BORG-WARNER SERVICE PARTS * CALUMET STEEL 

DETROIT GEAR + DETROIT VAPOR STOVE * FRANKLIN STEEL + INGERSOLL PRODUCTS + INGERSOLL 

STEEL « LONG MANUFACTURING « LONG MANUFACTURING CO., LTD. » MARBON » MARVEL-SCHEBLER 

PRODUCTS + MECHANICS UNIVERSAL JOINT » MORSE CHAIN + MORSE CHAIN CO., LTD. + NORGE 

NORGE-HEAT * PESCO PRODUCTS » ROCKFORD CLUTCH + SPRING DIVISION + WARNER AUTOMOTIVE 
PARTS * WARNER GEAR » WARNER GEAR CO., LTD. 


PRODUCTION 
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RICHFIELD 


| notice 
T aw, 


he Board of Directors, at a meeting held Apr 
1952, declared a regular quarterly dividend of 75 cents 
per share on stock of this Corporation for the second 
quarter of the calendar year 1952, payable June 14, 
1952, to stockholders of record as of the close of busi- 


ness May 15, 1952. 


RICHFIELD 
O¢l Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 


Cleve B. Bonner, Secretary 











CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a regular quarterly dividend of one dollar ($1.00) 
per share on its $10 par value Common stock, payable 
June 9, 1952, to stockholders of record as of the close of 


business May 16, 1952. 


W. ALTON JONES, President 
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OF ILLINOIS 


86 TH CONSECUTIVE 
DIVIDEND 
ON COMMON STOCK 

The Board of Directors declared 
a regular quarterly dividend on 
the Common Stock of 40 cents 
per share, payable June 1, 
1952, to stockholders of record 
May 16, 1952. 

D. L. BARNES, JR. 


Treasurer 


April 21, 1952 


Financing the Consumer through na 
tion-wide subsidiaries — principally 


Public Loan Corporation 


Domestic Finance Corporation 
Loan Service Corporation 
Ohio Finance Company 

General PublicLoan , 


Corporation 


bs 





Union. CarBivE 


AND CARBON CORPORATION 


M44 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 2, 
1952 to stockholders of record at 
the close of business May 2, 1952. 
KENNETH H. HANNAN, 


Secretary 


























DIVIDEND NOTICE 


SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of this Company, pay- 
able June 5, 1952, tostock- 
holders of record at close 
of business April 29, 1952. 


Cc. L. SWIM, 
April 8, 1952 Secretary 
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months. Automobile output is now 
almost three times as large is in 
1939. Newsprint and steel output 
has about doubled ; output of alum- 
inum is now five times as large as 
in 1939, and generation of electric 
energy has more than trebled. 
More electric power is used per 
factory employee than anywhere 
else in the world. The Canadian 
chemical industry has branched 
into many new lines, and the vol- 
ume of production is now over 80 
per cent above prewar. 

Gross national output in 1951 
reached $21.1 billion, a figure 
nearly four times 1939’s $5.7 bil- 
lion. Real purchasing power of 
Canadians (adjusted for price 
changes) rose about 55 per cent 
during the last 12 years, somewhat 
more than ours in the same period. 
In current dollars per capita 
Canadian national income is, how- 
ever, still about one-fourth below 
our per capita purchasing power. 

Intelligent handling of current 
economic problems by Ottawa has 
afforded a contrast to Washing- 
ton. The inflation potential of re- 
armament was handled in a busi- 
ness-like way. There was no set- 
ting up of an ineffective, loose 
price control system as in this 
country. Instead, Canada adopted 
at the beginning of the rearma- 
ment emergency very strict credit 
control over spending for non- 
essentials. 

For the sixth consecutive year 
now, the able Canadian finance 
minister, Douglas Abbott, was not 
only able to hold expenditures 
down to revenues, but even to show 
a substantial surplus. Since 1946, 
the Dominion’s net public debt has 
been reduced by nearly $2 billion, 
equivalent to about $24 billion, on 
the population basis, for the 
United States. Canadian income 
taxes during the current 1952-53 
fiscal year are to be about 6 per 
cent lower, though the new social 
security tax will cancel some of 
this benefit. In relation to their 
incomes, Canadians are probably 
still paying somewhat higher 
taxes than we are. 

Corporate taxes also are to be 
reduced slightly. The maximum 
rate will be 45 per cent plus pro- 
vincial taxes ranging from 5 to 7 
per cent. There is no excess profits 
tax. In comparison, U. S. corpora- 
tions now pay a federal tax of 52 
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per cent plus an excess profit tax 
of 30 per cent plus small taxes in 
certain states—all of which aver- 
age around 60 per cent a year. 

American and other foreign 
capital (British, Swiss and other 
European capital, including Ger- 
man) flows strongly into Canada. 
The finance minister disclosed in 
his recent budget speech that the 
inflow was around $560 million in 
1951, and over $900 million in 
1950. Without this heavy capital 
inflow the Canadian dollar would 
probably have returned to a dis- 
count basis instead of a premium 
of 2.1 per cent in early April. 

The upper table shows that in 
1951 Canada’s current U. S. 
dollar gap must have been at 
least $800 million, half incurred 
by an excess of imports and the 
other half by interest and dividend 
charges of some 400 million a 
year on the U. S. investment of 
about $714 billion (recently re- 
leased figure). This gap was offset 
partly by Canada’s earnings of 
U. S. dollars from other countries 
(ECA and other payments) and 
by the inflow of capital. There has 
been a decline in some of Canada’s 
traditional U. S. dollar sources. 
Canadian tourist income, for ex- 
ample, nearly disappeared in 1951, 
with prosperous Canadians spend- 
ing nearly as much in Florida in 
winter as do Americans in Canada 
in summer. 

Thus, contrary to general opin- 
ion, the international position of 
the Canadian dollar is rather pre- 
cariously balanced, depending on 
the outflow of U. S. capital to 
Canada, on Canadian U. S. dollar 
earnings from the E.C.A., and 
similar transactions. The big ques- 
tion is how long the flow of U. S. 
capital will continue and what is 
likely to affect it. 

Projects in the lower table 
make it appear that Canada can 
count on a considerable inflow of 
American capital for some time 
to come. On the other hand, the 
interest and dividend payments 
are likely to mount and in another 
year or two may just about offset 
the volume of new capital. 

Canada’s internal market will 
be able to absorb a considerable 
volume of expanded production of 
industries. Population is growing 
at a rate better than 2 per cent and 
there has been an increase of 40 
to 50 per cent in the standard of 
living. But after everything is ac- 
counted for, Canada will still have 
to export some 15 to 20 per cent 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 
Shares. The offer is made only by the Prospectus. 


155,349 Shares 


The Pennsylvania Salt Manufacturing 
Company 


Common Stock 
($10 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its Common 

Stock, which rights will expire at 3 o’clock P.M. Eastern Daylight Saving 
Time on May 8, 1952, as more fully set forth in the Prospectus. 


Subscription Price $48.50 a Share 


The several underwriters may offer shares of Common Stock at prices 

not less than the Subscription Price set forth above (less, in the case of 

sales to dealers, the concession allowed to dealers) and not greater than 

either the last sale or current offering price on the New York Stock 

Exchange, whichever is greater, plus an amount equal to the New York 
Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these Shares in compliance with the 
securities laws of the respective States. 


MORGAN STANLEY & CO. 


DREXEL & CO. SMITH, BARNEY & CO. 
HARRIMAN RIPLEY & CO. 
Incorporated 
STROUD & COMPANY 
Incorporated 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


KIDDER, PEABODY & CO. WHITE, WELD & CO. 






































April 23, 1952 
This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securitie 
The offering is made only by the Prospectus. 
NEW ISSUE April 16, 1952 


800,000 Shares 
Southern California Edison 
Company 


Common Stock 


($25 par value) 
Price $34 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in Securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 
Dean Witter & Co. 


Harris, Hall & Company 


(Incorporated) 


Blyth & Co., Inc. ° William R. Staats & Co. 
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Uniteo States Lines 
ComPaNy 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable June 
6, 1952, to holders of mmon Stock of 
record May 23, 1952, who on that date 
hold regularly issued Common Stock 
($1.00 par) of this Company. 

; CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 














NATIONAL DISTILLERS © 


PRODUCTS 
CORPORATION 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstand- 
ing Common Stock, payable on 
June 2, 1952, to stockholders of 
record on May 12, 1952. The 
transfer books will not close. 


THOS. A. CLARK 
April 24, 1952. Treasurer 














CoMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the 
$2.00 Cumulative Preferred Stock of Crown 
Cork & Seal Company, Inc., payable June 
14, 1952, to the stockholders of record at 
the close of business May 20, 1952. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary. 
April 24, 1952 











VO 'O *‘A Family of 
ag Famous Names” 


The Board of Directors of Avco 
Manufacturing Corporation has 
declared a quarterly dividend of 
15 cents a share on the Common 
Stock payable June 20, 1952, to 
stockholders of record May 29, 
1952, 

R. S. Pruitt, Secretary 
420 Lexington Ave. 
New York 17, N.Y. 
April 25, 1952 
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of her production as compared 
with our exports which amount to 
2-3 per cent of our national prod- 
uct. In other words, the prosperity 
of Canada will continue to be 
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closely tied to external markets 
and to the United States in par- 
ticular. We now absorb some 60 
per cent of Canadian exports—or 
at least 12 per cent of the Can- 
adian national production. 

Will Canada be able to maintain 
her sales to this country? That is 
the question only the future can 
answer. The American investor in 
Canadian securities should bear in 
mind (1) that the great boom 
came to Canada as a result of the 
rearmament program. Obviously 
if there is a war with the commu- 
nist world, Canada will become 


_ the second largest arsenal of the 


Free World and her prosperity 
will be greater than ever. On the 
other hand, if there is some relaxa- 
tion in rearmament, Canada may 
find herself with over-developed 
facilities and unsalable surpluses 
of industrial raw materials, for a 
considerable expansion of raw ma- 
terial production and industrial 
facilities is also taking place in 
other parts of the Free World, in- 
cluding the United States. 
Canada is vulnerable to a busi- 
ness recession here as well as to 
the relaxation of rearmament. As 
a whole, Canadian security prices 
have had relatively wider fluctua- 
tions than ours, and in recent 
months they have been under the 
direct influence of the volume of 
American cash entering Canada. 
It is impossible in a study like 
this to choose among specific in- 
vestments for the American in 
Canada. There are major Ameri- 
can companies with Canadian 
interests—Standard Oil (N. J.) 
with control of Imperial Oil, Ltd. ; 
International Paper, Johns-Man- 
ville, and scores of others—which 
afford a stake in Canada as well 
as assets elsewhere. There are 
many large and solid Canadian 
companies. At the same time it 
should be stated that the very 
nature of Canada’s products now 
being exploited is a guarantee 
that millions of dollars and years 
of patience must be expended be- 
fore most current projects become 
big revenue producers for stock- 
holders. The exchange advantage 
can conceivably reverse itself. 
Caution is the best policy. 
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producing their wares, found they 
couldn’t sell them and were forced 
to reduce prices. Dealers corrected 


their own inventory excesses of 
the June-July, 1950 and Decem- 
ber-February, 1950-51 scares, and 
their suppliers had to wait upon 
the completion of this slow and 
painful process. In some lines it 
is still going on. 

In the durable goods segment, 
the good or bad of a shift from 
cash into inventory varies almost 
directly as the product is custom- 
built or set on the shelf for sale 
of all comers. With no desire to 
be invidious, it must be pointed 
out with regard to the eight dur- 
ables makers listed in the large 
table on page 149, Philco must 
feel the most discomfort, and 
American Locomotive probably 
the least. The maker of TV sets, 
radios, ranges and refrigerators, 
while it does have some war 
work, largely relies for its income 
on making an article the best it 
knows how, and then looking for 
a buyer. A decline in cash of $8.7 
million, in receivables of $2.8 
million, and a rise in inventories 
of $6.1 million, is not too well off- 
set by a decline in current liabil- 
ities of $8 million. At the other 
end of the scale, Alco builds all 
its wares to order. Its inventories, 
up $7.7 million, and its receiv- 
ables, up $12.6 million, are almost 
as quick assets as its cash and 
governments, down $1.9 million. 

Some companies in 1951 did 
improve either their ratios of cur- 
rent assets to current liabilities, 
or of cash and governments to 
current liabilities, by adding long- 
term debt and either putting the 
proceeds in cash or paying short- 
term loans. Among these were 
Celanese Corp., Dan River Mills, 
Brown Shoe, Sylvania Electric, 
and Ex-Cello Corp. Other com- 
panies increased their liquidity 
ratios even without adding to 
long-term debt. Among these were 
Corn Products, American Wool- 
en, Richman Brothers, Melville 
Shoe, and Admiral Corp. 

Nineteen-fifty-one will probably 
be long remembered, barring 
World War III, as the year when 
inventory in general changed 
from a boon to a bane. It is likely, 
also, that 1951 marked the first 
slackening of the urge to expand 
plant. When shortages exists or 
threaten, prudent management al- 
ways tries to protect its require- 
ments as far ahead as possible, 
even borrowing if necessary. Sim- 
ilarly, when production begins 
to bump against the ceiling of ca- 
pacity, everyone wants to build 
more plant—the low cost producer 


(Please turn to page 188) 
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NEW RECOMMENDATIONS READY 
FOR NEW BUYING POINT AHEAD 





A SOUND PROGRAM For 1952-53 
For Protection — Income — Profit 


There is no service more practical... more 
definite... more devoted to your interests 
than The Forecast. It will bring you weekly: 


Three Investment Programs to meet your 
various aims...with definite advices of 
what and when to buy and when fo sell. 


Program 1-—Top grade stocks for 
assured income of 6 to 7% 
potentials. 


security and 
with appreciation 


Program 2—Special dynamic situations for substan- 
tial capital gains with large dividend payments. 


Program 3-—Low-priced stocks for large percentage 
growth. 


Projects the Market... Advises What Action to 
Take ... Presents and interprets movements by in- 
dustry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer . . . plus Pertinent Charts 
depicting our 330 Common Stock Index, 100 High- 
Priced Stocks, 100 Low-Priced Stocks; also Dow- 
Jones Industrials and Rails from 1940 to date. 


Dow Theory Interpretation .. . tells whether major 
and intermediate trends are up or down. 


Essential Information for Subscribers . . . up-to-date 
data, earnings and dividend records on securities 
recommended. 


Telegraphic Service ... If you desire we will wire 
you in anticipation of important market turns. 


Washington Letter — Ahead-of-the-News Interpreta- 
tions of the significance of Political and Legislative 
Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business and 
individual industries. 











9, February we announced our coming investment campaigns 
to specify stocks likely to be the most profitable oppor- 
tunities since 1949. 


You can share fully in these special selections which our 
subscribers have been waiting for—to be released as soon as 
the buying point is reached in the market turn now in the 
making. 


In selecting securities to be recommended, we have weighed 
the realities of their present status and future prospects... 
emphasis was placed on hidden factors of financial strength— 
on foresighted and aggressive management—strategic position 
in their industry—technical progress—sustained earnings and 
dividend prospects ahead. 


In addition... you will have the assurance of knowing that 
each security you buy on our advice is constantly supervised 


and you are told precisely WHEN TO TAKE YOUR 
PROFITS. 


ENROLL NOW TO BE SURE TO RECEIVE 
THESE RECOMMENDATIONS 


The time to act is now—so you will be certain to receive 
our recommendations as soon as issued, as the greatest profits 
are made at the beginning of a move. 


Mail your enrollment today — with a list of your holdings. 
Our staff will analyze them and advise you which can be 
retained now with peace of mind—which are vulnerable and 
should be sold, thus releasing funds to buy our new recom- 
mendations at strategic buying prices. 





FREE SERVICE TO JUNE 3 
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THE INVESTMENT AND BUSINESS FORECAST ] 
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| of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 1 
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Amenican-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable June 1, 1952 to stockholders of 
record at the close of business on May 
23, 1952. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable June 24, 1952 to stockholders 
of record at the close of business on 
June 3, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 
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to maintain his position, the high- 
cost producer to get back into 
competition while the customer 
will pay the freight for his doing 
so. When scarce goods become 
plentiful, and prices first crest 
and then soften, the shift in senti- 
ment blights forward buying at 
once, and halts most capital ex- 
pansion after the year-or-more 
lag enforced by the long-term 
planning and construction neces- 
sary to erect modern facilities. 

The decline in liquidity last 
year can only be judged fairly 
against the background of the 
tremendous growth of net worth 
and of total assets which have 
taken place in the war and post- 
war periods. For this reason the 
last two columns were added to 
the large table accompanying 
this article. At the end of 1940, 
capital and surplus of all U. S. 
manufacturing corporations was 
approximately $44 billion. At the 
end of September, 1951, it stood 
at more than $89 billion. Com- 
pared to this vast equity capital 
growth, the recent decline in 
liquidity seems moderate indeed. 
It could be quickly remedied by 
an increase in long-term debt, 
which grew less than $8 billion in 
the period under study. 

Even though it is a minor con- 
sideration from the viewpoint of 
that investor so fortunately situ- 
ated that he can look upon mak- 
ing an investment as he would 
upon buying a building, declining 
liquidity carries a warning for 
those vitally interested in quarter- 
to-quarter dividends. The man- 
agement unable to get rid of 
swollen inventories, the manage- 
ment with slow receivables, the 


management with an excessive 
plant expansion program, or the 
management merely cautious in 
the face of economic storm sig- 
nals, always has one source of 
ready cash available. It can cut 
down the dividend. The stronger 
companies, of course, are not 
nearly so vulnerable in this re- 
spect. 
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machinery, meat packing, miscel- 
laneous metals, rail equipment, 
steel, textiles and tobacco. 

Dividend yields are relatively 
good, which makes most stock- 
holders reluctant to sell. So does 
the capital gains tax. Economic 
activity promises to hold at a gen- 
erally high level, with potentiality 
for modest improvement, for ad- 
ditional months ahead. 

But the general earnings peak 
was put behind us in 1950, as was 
the dividend peak. Full year 
earnings will be at least appreci- 
ably under last year’s, dividends 
down in smaller degree. This is not 
the stuff strong bull markets are 
made of. More important, even 
though this is to look far into a 
future filled with imponderables, 
there would seem to be little 
chance for a 1953-1954 rise in 
earnings and dividends; but ample 
potentiality for considerable fur- 
ther shrinkage. 

Looking at the forest, rather 
than the trees which immediately 
surround us, we have had the 
capital-goods boom, the housing 
boom, the automobile boom, the 
home appliance boom. Barring 
global war, which would be bear- 
ish, defense spending, even at the 
rate projected by the Administra- 
tion, cannot indefinitely sustain 
the economy; and what the actual 
rate will be is more than a little 
conjectural, since Congress shows 
some inclination to put a brake on 
the spending, and the decisions 
after next January very likely will 
be made by a new Administration. 
Should it be a materially more 
conservative Administration, the 
implications, although abstractly 
pleasing to many, would inevitably 
be more or less deflationary. Infla- 
tion cannot be halted by the work- 
ings of supply-demand factors or 
Administration policy, or both in 
combination, without deflationary 
consequences. 
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At this writing the final out- 
come of the steel price-wage-seiz- 
ure controversy, and its bearing 
on the threat of additional labor 
troubles in a number of industries, 
is too foggy to justify detailed 
comment. There is no change in 
our conservative selective policy. 
—Monday, April 28. 
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Japan is regaining her sovereignty 
at a time when the phenomenal, 
though somewhat artificial recov- 
ery following the outbreak of the 
Korean war appears to have hit a 
snag. The output of textiles, Ja- 
pan’s chief earner of foreign ex- 
change needed for buying food and 
‘aw materials, is being cut down 
to 60 per cent of capacity to avoid 
financial complications. Steel men 
and chemical exporters are com- 
plaining. With the sterling area 
restricting imports from Japan— 
and even in this country our can- 
ning industries are asking for re- 
strictive quotas on Japanese tuna 
—Japanese exporters are more 
than ever looking toward the re- 
sumption of trade with China. 

We will have to learn that a 
sovereign Japan sees things in a 
somewhat different light. Many of 
the reforms made during the past 
six and half years will unques- 
tionably disappear. There are 
signs that the austerity regime im- 
posed by the Detroit banker Joseph 
M. Dodge may be modified before 
long, particularly if present eco- 
nomic difficulties continue. Simi- 
larly the present export difficulties 
of hundreds of small establish- 
ments which have mushroomed 
since the outbreak of the Korean 
war are likely to speed up the re- 
turn of the Zaibatsu cartels which 
six years ago we set out to destroy. 
The pressure to do more business 
with China will undoubtedly grow. 

There is no need to get alarmed 
or discouraged. Some modification 
of reforms introduced during the 
American period is inevitable, for 
many of these reforms have been 
either unsuited to Japan politically 
or too expensive economically. As 
a nation, Japan has always been 
anti-communist. If the Free World 
allows her to earn a half-wav de- 
cent standard of living through 
trade, there is little danger that 
Japan will leave the camp of the 
democracies, no matter how tempt- 
ing the trade promises of the com- 
munist world may be. 
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For two important reasons: 


1. They’re made of 
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2. They’re made 
better—to 





taste better! 
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